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REFINANCING 
THE  UNEMPLOYMENT 
INSURANCE  TRUST  FUND 


INTRODUCTION 


Chapter  233  of  the  Acts  of  1983  requires  the  Commissioner  to  file 
a  quarterly  report  on  the  Massachusetts  Unemployment  Insur- 
ance Trust  Fund.  This  report  on  the  condition  of  the  Massachu- 
setts Unemployment  Insurance  Trust  Fund  incorporates,  for  the 
first  time,  use  of  the  Massachusetts  Benefit  Financing  Simulation 
Model,  as  required  by  Chapter  118  of  the  Acts  of  1992.  The 
model,  designed  and  maintained  by  the  U.S.  Department  of 
Labor,  simulates  the  trust  fund  status  over  time  based  on  varying 
economic  assumptions. 

The  model  can  also  be  used  to  analyze  changes  to  the  state's 
unemployment  insurance  financing  system,  such  as  a  new  sched- 
ule of  contribution  rates  or  a  change  in  the  wage  base.  Access  to 
and  operation  of  the  model  is  through  DETs  UI  Actuarial  Re- 
search Program.  State  and  federal  staff  have  worked  together 
since  last  August  to  adapt  the  model  to  the  unique  features  of  the 
Massachusetts  Employment  and  Training  law. 

Three  economic  assumptions  drive  the  model:  the  annual  aver- 
age insured  unemployment  rate,  the  annual  average  percentage 
change  in  wages  and  salaries,  and  the  labor  force  level.  Input  for 
these  variables  wil  be  derived  from  forecasts  produced  by  Whar- 
ton Economic  Forecasting  Associates  (WEFA)  and  the  New 
England  Economic  Project  (NEEP). 


This  report  is  prepared  by  the  Economic  Research  Ser\-ice,  Depanmeni  of  Employ- 
ment and  Training  of  Common*-ealth  of  Massachusetts.  Any  questions  can  be 
directed  to  DET  at  (617)  727-6045. 
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CURRENT  TRUST 
FUND  CONDITION 


The  Massachusetts  Unemployment 
Insurance  Trust  Fund  balance  was 
-S466.1  million  as  of  the  end  of  Febru- 
ary, 1993.  The  private  contributory 
system  account  balance  was  -$495.8 
million,  S71.1  miilion  lower  than  the 
previous  year.  The  governmental 
contributory  system  account  balance 
of  S29.7  million  in  February  1993  re- 
lects  an  increase  of  S6  million  over  the 
year. 


1992  IN  REVIEW 


Total  unemployment  averaged  8.5% 
during  1992  while  job  loss  was  less 
than  previously  estimated.  Individuals 
claiming  regular  unemployment  bene- 
fits decreased  during  1992,  driving  down 
the  level  of  insured  unemployment  to 
3.8%. 

According  to  the  Current  Population 
Survey,  however,  over  one  third  of  the 
people  unemployed  during  1992  were 
seeking  work  for  twenty-seven  weeks 
or  more  and  twenty-two  percent  had  a 
current  spell  of  unemployment  of  one 
yearorlonger.  Many  of  these  individu- 
als were  eligible  for  the  federal  Ex- 
tended Unemployment  Compensation 
(EUC)  program.  During  1992,  EUC 
provided  an  additional  S715  million  in 
benefits  to  Massachusetts  residents  who 
had  exhausted  their  regular  unemploy- 
ment insurance  claims. 


In  the  first  half  of  1992,  regular  unem- 
ployment insurance  claims  activity  was 
slightly  lower  than  the  corresponding 
period  in  1991.  Claims  activity  declined 
sharply  in  the  second  half  of  1992.  This 
lower  level  of  claims  was  due  in  part  to 
the  extension  of  the  federal  EUC  pro- 
gram. The  extension  offered  individu- 
als the  option  of  continuing  their  EUC 
claim  rather  than  filing  a  new  regular 
claim.  There  was  also  a  decline  in  sea- 
sonal claims  as  employers  appear  to 
have  extended  employee  hours  rather 
than  adding  part-time  and  seasonal 
workers. 

Preliminary  estimates  for  the  second 
half  of  1992  show  total  wages  increas- 
ing, although  employment  has  shown  a 
moderate  decline. 


ECONOMIC 
ASSUMPTIONS 


The  assumptions  for  total  unemploy- 
ments and  labor  force  growth  used  for 
the  1993  to  1997  outlook  are  the  aver- 
age of  the  Wharton  Economic  Fore- 
casting Associates  (WEFA)  forecast  and 
the  New  England  Economic  Project 
(NEEP)  forecast.  Massachusetts  De- 
partment of  Revenue  (DOR)  converted 
the  total  unemployment  rates  to  insured 
unemployment  rates  for  use  in  the  simu- 
lation model.  The  WEFA  and  NEEP 
forecasts  are  used  by  DOR. 

The  current  WEFA  and  NEEP  fore- 
casts for  Massachusetts  are  through  1995; 
DET  extended  the  1995  trend  for  the 
last  two  years.  Later  this  year,  WEFA 
and  NEEP  will  generate  new  long  term 
forecasts.  DET  will  incorporate  the 
new  estimates  when  they  are  available. 


TRUST  FUND 
OUTLOOK 


Te  simulation  forecasts  an  im- 
provement in  trust  fund  reserves  for 
1993.  Income  will  be  in  excess  of  benefit 
payments  for  the  first  time  in  six  years, 
increasing  trust  fund  reserves  to  -S289 
million  by  the  end  of  1993.  This  im- 
provement in  the  trust  fund  balance  is 
the  result  of  a  lower  level  of  insured 
unemployment  for  1993,  3.1%  com- 
pared to  3.8%  in  1992,  and  an  increase 
of  .7%  in  covered  employment.  The 
annual  average  increase  in  covered  em- 
ployment will  be  the  first  in  five  years. 

Benefit  payments  of  S848  million  for 
1993  are  over  12%  lower  than  1992. 
Income  estimated  at  S989  million,  based 
on  Schedule  D  and  an  average  contri- 
bution rate  of  4.4%,  is  21%  higher 
than  last  year. 

Trust  fund  solvency  is  restored  in  1994. 
A  1994  year-end  balance  of  S245  mil- 
lion will  be  sufficient  to  prevent  fur- 
ther borrowing  and  complete  the  refi- 
nancing of  the  fund. 

The  longer  term  outlook  provides  for 
reserves  reaching  the  pre-recession  level 
of  over  SI  billion  by  the  end  of  1996. 
However,  when  measured  as  a  percent 
of  total  payroll,  the  trust  fund  reserv  es 
fall  short  of  the  1.95%  level  experi- 
enced in  1985  -  1987  period. 

Surcharge  reserves  will  be  sufficient  to 
meet  the  interest  due  on  federal  ad- 
vances on  September  30,  1993.  Esti- 
mates of  interest  due  September  30  for 
outstanding  federal  advances  were 
computed  by  DET. 

The  detailed  simulations  are  presented 
in  table  1.  Table  2  arrays  the  assump- 
tions for  each  year,  along  with  the 
other  special  items  required  by  Chap- 
ter 118. 
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Table  1  Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  Millions) 


1992 

1993 

1994 

1995 

1996 

1997 

Balance,  Jan  1 

($279) 

($431) 

($290) 

$245 

$737 

$1,187 

Net  Income 
Federal  Recapture 
Trust  Fund  Interest 

$817 

$989 

$1,213 
$45* 
$7 

$1,174 
$38 

$1,125 
$80 

$929 
$114 

Net  Benefits 

$969 

$848 

$730 

$720 

$755 

$813 

Balance,  Dec  31 

($431) 

($290) 

$245 

$737 

$1,187 

$1,417 

Surcharge  Collections 

$53 

$37 

$4 

Interest  Due  On  Federal 
Advances  (Due  9/30) 

$23 

$24-29** 

$9-14** 

Schedule 

"B-" 

"D" 

"p" 

"P" 

"D' 

*  Repayment  provisions  of  Title  XII  of  the  Social  Security  Act  requires  employers  in  insolvent  states  to  pay  increased 
federal  unemployment  taxes  if  the  state  fails  to  repay  all  federal  advances  by  November  10  of  the  third  year  of  insol- 
vency. However,  1992 federal  law  amendments  allow  for  a  one  year  delay  in  requiring  additional  FUTA  taxes  from  em- 
ployers in  states  which  enact  legislation  during  1992  or  1993  to  increase  employer  contributions  by  at  least  25  percent 
over  the  revenue  payable  under  the  prior  law.  Since  the  U.S.  Department  of  Labor  has  not  yet  certified  that  Massachu- 
setts will  qualify  for  the  one  year  delay,  the  additional  FUTA  taxes  are  included  in  the  1994  calculations. 

*  *    In  1992  Massachusetts  law  was  modified  to  allow  employers  to  defer  up  to  one-third  of  their  first  and  second  quarter 

contributions  to  the  next  calendar  quarter.  The  high-end  of  the  range  of  the  interest  estimate  assumes  the  maximum 
one-third  of  contributions  will  be  deferred. 
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Table  2  Economic  Assumptions 


1  Otai 

Contri- 

Effective 

Contributory 

total 

T              _  j 

Insured 

Covered 

butory 

Covered 

Contribution 

Wage 

Solvency 

Unemployment 

Unemployer 

Year 

Payroll 

Payroll 

Employment 

Rate 

Proportion 

Assessment 

Rate 

Rate 

(billions) 

(billions)  (thousands) 

1992 

$61.3 

$22.5 

2,668 

3.6% 

36.7% 

2.17% 

8.5% 

3.8% 

1993 

$62.4 

$23.3 

2,686 

4.4% 

37.3% 

1.54% 

7.5% 

3.1% 

1994 

$66.4 

$23.8 

2,717 

5.2% 

35.8% 

1.18% 

6.1% 

2.5% 

1995 

$70.8 

$24.4 

2,748 

4.8%) 

34.5% 

1.09% 

5.3% 

2.4% 

1996 

$75.3 

$24.9 

2,776 

4.5% 

33.1% 

0.79% 

5.3% 

2.4% 

1997 

$80.1 

$25.4 

2,801 

3.6% 

31.7% 

0.60% 

5.3% 

2.4% 

,  

INSURED  UNEMPLOYMENT  RATE 


1983         j       1985         |       1987  |       1989         |       1991         \       1993  1995  1997 

1984  1986  1988  1990  1992  1994  1996 


□       lur  X  (ofcast 
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UNEMPLOYMENT  INSURANCE  TRUST  FUND  BALANCE 


CD 


SI 
SI. 
SI 
SI 
SI 
SI 

so 
so. 

so. 
so 
so. 
so. 
so. 
so. 
so 
so. 

(SO.  1) 
(SO.2) 
(50  3) 
($0.4) 
($05) 


1983  I        1985  |        1987  |        1989  |        1991  |        1993  |  1995 

1984  1986  1988  1990  1992  1994 


1997 


□  ActuaJ 


Forecast 


MASSACHUSETTS  TRUST  FUND  BALANCE 
Percent  of  Total  Payroll 


Percent 


198           1.94  1.95 

m 
ii 

III. 

177 

_1   I  I 

0.54 

0.36 

■ 

-0.47 

1 

-0  70 

■ 

-0.46 

2.00 


1.00 


84 


88 


92  94 
Estimated  data  fo'  1 992  -  1 997 


96 
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NET  UNEMPLOYMENT  INSURANCE  BENEFITS 


g 
-5 


CD 


Forecast 
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NET  UNEMPLOYMENT  INSURANCE  INCOME 


$1.3 
S1.2 
$1.1 
S1.0 
$0  9 
SO  8  — 
SO  .7  — 


SO.S 
SO.  4 
$0.3 
S0.2 
$0.1 


I        1985  |        1987  19B9  1991  I        1993  1995  |  1997 

1984  1986  1988  1990  1992  1994  1996 


Forecast 
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INSURANCE  TRUST  FUND 
MID  -YEAR  REVIEW 


auseUs 

i 


INTRODUCTION 


Chapter  233  of  the  Acts  of  1983  requires  the  Commissioner  to  file 
a  quarterly  report  on  the  Massachusetts  Unemployment  Insurance 
Trust  Fund.  As  required  by  Chapter  118  of  the  Acts  of  1992,  this 
report  incorporates  estimates  generated  by  the  Massachusetts  Benefit 
Financing  Simulation  Model. 

The  model  is  maintained  by  the  U.S.  Department  of  Labor,  with 
access  to  and  operation  of  the  model  through  DETs  U.I.  Actuarial 
Research  Program.-  Federal  and  state  analysts  work  together  on  an 
ongoing  basis  to  adapt  the  model  to  the  unique  features  of  Massa- 
chusetts' Employment  and  Training  law  as  well  as  the  Massachu- 
setts economy. 

The  Massachusetts  Benefit  Financing  Simulation  relies  on  three 
inputs  to  drive  forecasts:  the  labor  force  level;  annual  average 
percent  change  in  wage  and  salary  disbursements;  and  the  annual 
average  insured  unemployment  rate.  For  the  labor  force  and  wage 
and  salary  disbursements,  DET  used  forecasts  produced  by  The 
New  England  Economic  Project  (NEEP)  and  Wharton  Economic 
Forecasting  Associates  (WEFA).  DET  derived  the  insured  unem- 
ployment rate  from  the  total  unemployment  rate  based  on  the 
NEEP  and  WEFA  forecasts.  DET  is  working  with  the  U.S.  Depart- 
ment of  Labor  to  modify  the  model  to  use  the  total  unemployment 
rate  as  an  input. 

This  forecast  uses  the  latest  available  short  term  and  long  run  out- 
looks released  by  NEEP  and  WEFA 


This  repo:  is  prepared  by  the  Economic  Research  Sen-ice,  Dcpartmeni  of  Employ- 
ment and  Training  of  Commonwealth  of  Massachusetts.  Any  questions  can  be 
directed  to  DET  at  (617)  727-6045. 
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CURRENT  CONDITION 
OF  THE  FUND 


The  Massachusetts  Unemployment  In- 
surance Trust  Fund  Balance  was  -$188 
million  as  of  the  end  of  July  1993.  The 
private  contributory  account  balance 
was  -S224  million,  an  improvement  of 
S133  million  as  compared  to  the  bal- 
ance at  the  end  of  July  1992.  The  gov- 
ernment contributory  system  account 
balance  at  the  end  of  July  1993  was  S36 
million,  an  increase  of  S10  million  over 
July  1992. 


COMPARISON  OF 
FORECASTS 


Compared  to  the  forecasts  used  for  the 
April  Trust  Fund  Report,  the  revised 
NEEP  and  WEFA  forecasts  are  slightly 
more  pessimistic,  with  higher  expected 
overall  unemployment  rates  and  slower 
long  term  growth  in  the  labor  force  but 
with  both  forecasts  estimating  higher 
rates  of  growth  in  wages  and  salaries. 
The  values  used  as  input  for  the  Benefit 
Financing  Simulation  in  April  and 
August  are  compared  below. 


Wage  and  Salary  Labor 


Growth  (%) 

Force  (000) 

4/93  8/93 

4/93  8/93 

1993 

4.0  4.5 

3,122.0  3,119.1 

1994 

5.1  5.8 

3,138.5  3,150.5 

1995 

5.3  5.8 

3,169.3  3,171.6 

1996 

5.3  -  5.7 

3,200.4  3,188.6 

1997 

5.3  5.8 

3,231.8  3,205.3 

Total 

Insured 

Unemployment 

Unemployment 

Rate  (%) 

Rate  (%) 

4/93  8/93 

4/93  8/93 

1993 

7.5  7.5 

3.1  2.7 

1994 

6.1  7.0 

2.5  2.8 

1995 

5.3  6.7 

2.4  2.6 

1996 

5.3  6.2 

2.4  2.5 

1997 

5.3  5.8 

2.4  2.4 

1993  OUTLOOK 


The  Massachusetts  total  unem- 
ployment rate  continued  to  decline  in 
the  first  seven  months  of  1993.  At  the 
end  of  July,  the  year  to  date  average 
rate  stood  at  6.8  %  compared  with 
8.4  %  for  the  same  period  last  year. 

Benefit  payments  are  expected  to  be 
S748  million  based  on  an  insured  un- 
employment rate  (IUR)  of  2.7%  for 
1993,  down  from  3.8%  in  1992. 

The  level  of  claims  activity  has  contin- 
ued to  decline  with  the  improving  un- 
employment picture.  A  portion  of  the 
improving  claims  situation  may  be  at- 
tributed to  changes  in  Massachusetts' 
and  federal  law.  Massachusetts  law  re- 
duces the  maximum  length  of  regular 
program  eligibility  from  30  to  26  weeks 
when  a  federal  extension  is  in  place. 

The  extension  of  the  Federal  Emer- 
gency Unemployment  Compensation 
(EUC)  program  is  estimated  to  save 
the  Massachusetts  trust  fund  S60  to 
S90  million  during  1993  and  to  reduce 
the  annual  average  IUR  by  .4%.  EUC 
savings  result  both  from  the  reduction 
to  a  26  week  program  for  the  regular 
U.I.  program  and  from  a  provision  which 
allows  individuals  filing  a  new  claim  for 
regular  program  benefits  the  option  to 
revert  to  an  existing  EUC  claim.  Since 
January  approximately  21,500  claim- 
ants have  filed  for  EUC  instead  of  U.I., 
reducing  the  claims  load  by  4,500  a 
week.  Shortening  program  eligibility 
to  26  weeks  through  October  1993  is 
reducing  claims  by  4,000  a  week. 

First  quarter  revenues  of  S509  million 
were  S23  million  higher  than  the  April 
model  forecast,  reflecting  a  higher  av- 
erage contribution  rate  than  was  previ- 
ously estimated.  Contributions  for  1993 
are  now  estimated  to  be  S995  million. 


The  estimated  $748  million  in  benefit 
payments  and  $1  billion  in  contribu- 
tions result  in  an  estimated  trust  fund 
balance  of  -$184  million  for  the  year 
ending  1993. 

Revenues  from  the  special  surcharge 
will  be  sufficient  to  pay  the  $24-25 
million  in  interest  due  by  September 
30, 1993. 


RECAPTURE  OF 
FEDERAL  ADVANCES 


Repayment  provisions  of  Title  XII  of 
the  Social  Security  Act  requires  em- 
ployers in  insolvent  states  to  pay  in- 
creased federal  unemployment  taxes 
(FUTA)  if  the  state  fails  to  repay  all 
federal  advances  by  November  10th 
of  the  third  year  of  insolvency.  Massa- 
chusetts is  projected  to  meet  this  con- 
dition in  1993,  requiring  the  Massa- 
chusetts employers'  FUTA  tax  due  in 
January  1994  to  increase  by  .3%  (or 
$21  per  employee).  However,  1992 
amendments  to  federal  law  allow  states 
that  increase  revenue  by  at  least  25%, 
through  law  changes  enacted  during 
1992  and  1993,  to  defer  the  FUTA 
increase  for  one  year.  It  is  projected 
that  we  will  also  meet  this  condition. 

Estimated  contributions  for  1993  meet 
the  25%  increase  because  Chapters 
26  and  118  of  the  Acts  of  1992  in- 
creased revenues  through  a  new  sched- 
ule of  contribution  rates  and  a  higher 
contributory  base.  Prior  to  Septem- 
ber 1,  1993  DET  will  be  applying  to 
the  U.S.  Department  of  Labor  for  a 
deferral  in  the  FUTA  recapture  for 
1993.  This  deferral  would  allow  Mas- 
sachusetts employers  to  avoid  $45 
million  in  additional  1993  federal  taxes  ' 
payable  in  January  1994. 

Under  current  projections,  the  Mas- 
sachusetts trust  fund  will  be  solvent  in 
May,  1994,  avoiding  any  FUTA  re- 
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capture.  If  on  November  10, 1994  the 
trust  fund  should  not  be  solvent  and 
1994  contributions  are  not  at  least  25% 
above  the  contributions  due  under  prior 
law,  then  the  FUTA  recapture  may  be 
.6%  (or  $42  per  employee)  payable  in 
January  1995. 


FIVE  YEAR  OUTLOOK 


The  model  estimates  for  1993  through 
1997  show  minor  changes  over  the  five 
year  period  from  the  previous  forecast. 
At  the  end  of  the  five  year  forecasting 
period  in  1997,  the  fund  is  projected  to 
have  a  balance  of  $1.5  billion. 


The  model  projects  that  total  contri- 
butions and  benefit  payments  from  1993 
through  1997  will  be  about  the  same  as 
the  April  estimates  with  a  slight  change 
in  the  distribution  of  contributions 
among  years.  Benefit  payments,  revised 
down  for  1993,  are  estimated  to  be 
slightly  higher  in  other  years. 


Table  1 


Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  Millions) 


1992 

1993 

1994 

1995 

1996 

1997 

Balance,  Jan  1 

($279) 

($431) 

($184) 

$272 

$749 

$1,229 

Net  Income 

$817 

$995 

$1,227 

$1,195 

$1,144 

$916 

Federal  Recapture 

Trust  Fund  Interest 

$10 

$41 

$84 

$121 

Net  Benefits 

$969 

$748 

$781 

$759 

$748 

$760 

Balance,  Dec  31 

($431) 

($184) 

$272 

$749 

$1,229 

$1,506 

Surcharge  Collections 

$53 

$30 

$5 

Interest  Due  On  Federal 

Advances  (Due  9/30) 

$23 

$24.3-25.3* 

$5-$8.5* 

Schedule 

"B-" 

"D" 

"P" 

"P" 

"D' 

In  1992  Massachusetts  law  was  modified  to  allow  employers  to  defer  up  to  one-third  of  their  first  and  second  quarter 
contributions  to  the  next  calendar  quarter.  The  high-end  of  the  range  of  the  interest  estimate  assumes  that  fifteen 
percent  of  contributions  will  be  deferred. 


Prepared  by  DET  Research 


Page  ? 


QUARTERLY  TRUST  FUND  REPORT 


AUGUST  1993 


Table  2  Economic  Assumptions 


Total  Contri- 

Covered  butory  Covered 

Year  Payroll  Payroll  Employment 

(billions)  (billions)  (thousands) 

1992  $61.8  $22.5  2,675 

1993  $63.9  $22.7  2,726 

1994  $69.3  $23.6  2,721 

1995  $73.9  $24.2  2,744 

1996  $78.5  $24.7  2,763 

1997  $83.5  $25.1  2,778 


Effective  Contributory 
Dntribution     Wage  Solvency 
Rate       Proportion  Assessment 


3.6% 

36.7% 

2.17% 

4.5% 

35.5% 

1.58% 

5.3% 

34.1% 

1.30% 

4.9% 

32.7% 

1.08% 

4.6% 

31.5% 

0.87% 

3.5% 

30.1% 

0.67% 

Total  Insured 
Unemployment  Unemployement 


Rate 

Rate 

8.5% 

3.8% 

7.5% 

2.7% 

7.0% 

2.8% 

6.7% 

2.6% 

6.2% 

2.5% 

5.8% 

2.4% 
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UNEMPLOYMENT  INSURANCE  TRUST  FUND  BALANCE 


994         1995  1996 


1997 


MASSACHUSETTS  TRUST  FUND  BALANCE 
Percent  of  Total  Payroll 
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U.L  DATABANK 

U.I.  Maximum 
Weekly  Benefit  Amount 


Effective  October 

1993 

1992 

1991 


S325 
$312 
S296 




THE  UNEMPLOYMENT 
INSURANCE  TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


At  the  end  of  August  1993  the  Massachusetts  Unemployment 
Insurance  Trust  Fund  Balance  stood  at  -Si  13  million.  The  private 
trust  fund  account  balance  was  -S149  million,  an  improvement  of 
$134  million  over  the  same  time  last  year.  The  government  con- 
tributory account  balance  was  S36  million,  an  improvement  of  Sll 
million  over  the  prior  year. 


COMPARISON  OF  FORECASTS 


For  this  outlook  the  economic  forecast  produced  by  the  Wharton 
Econometric  Forecasting  Associates  (WEFA)  in  June  of  1993  is 
being  utilized.  This  1993  through  1995  forecast  has  been  updated  by 
the  Massachusetts  Department  of  Revenue  to  reflect  actual  data 
through  August  1993.  The  1996  and  1997  forecasts  are  based  on  the 
March  WEFA  long-term  outlook.  The  Massachusetts  Benefit  Fi- 
nancing Simulation  has  also  been  updated  with  actual  claims  and 
contributions  activity  data  for  the  first  and  second  quarters  of  1993, 
as  well  as  employment  and  wage  data  for  the  first  quarter  of  1993. 

The  following  assumptions  are  included  in  this  model:  contribution 
rate  schedule  'F"  will  be  in  effect  for  1994,  as  required  by  Chapter 
1 18  of  the  Acts  of  1992;  employers  will  defer  fifteen  percent  of  the 
contributions  due  in  April  and  July;  and  the  loss  of  FUTA  credit  for 
Massachusetts  employers  is  delayed  in  1994  and  not  applicable  in 
1995  for  1994  wages. 

The  Massachusetts  Benefit  Financing  Simulation  has  been  updated 
to  allow  the  use  of  the  total  unemployment  rate  as  an  input  variable 
rather  than  the  insured  unemployment  rate.  This  eliminates  the 
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need  to  separately  forecast  an  insured 
unemployment  rate.  The  insured  un- 
employment rates  displayed  below  are, 
therefore,  a  result  rather  than  an  input 
variable.  The  insured  unemployment 
rate  for  1993  has  been  adjusted  to  take 
into  account  the  experience  of  the  fed- 
eral Emergency  Unemployment  Com- 
pensation (EUC)  program. 

The  updated  WEFA  forecast  and  its 
impact  on  the  economic  assumptions 
used  in  the  October  simulations  as 
compared  to  the  August  forecast  are 
arrayed  below: 


Wage  &  Salary 

Labor 

Growth  (%) 

Force  (000) 

8/93 

10/93 

8,93  10/93 

1993  iiii! 

4,4 

3,119.1  3,150.4 

1994  5,8 

5.8 

3,150.5  3,166.6 

1995  5.8 

5.6 

3,171.6  3,192.1 

1996  5,7 

5.0 

3,188.6  3,209.4 

1997  5.8 

4.8 

3,205.3  3,227,7 

Total  Insured 

Unemployment  Unemployment 

Rate  {%)  Rate  (%) 

8/93  10/93  8/93  10/93 


1993 

7.5 

6.8 

2.7* 

2.6* 

1994 

7.0 

6.1 

2.S 

3.1 

1995 

6.7 

5.9 

2.6 

3,1 

1996 

6.2 

5.2 

2.5 

2.8 

1997 

5.8 

4.9 

2.4 

2.7 

*  the  insured  unemployment  rate  for 
1993  has  been  adjusted  to  take  into 
account  the  availability  of  benefits 
under  the  EUC  program. 

Compared  to  the  August  trust  fund 
forecast  the  updated  WEFA  forecast 
shows  the  total  unemployment  rate 
declining  faster  and  the  labor  force 
growing  more  rapidly.  Wage  and  sal- 
ary growth  remains  roughly  the  same 
through  1995,  but  slows  in  1996  and 
1997.  The  insured  unemployment  rates 
derived  from  the  model  are  higher  than 
those  used  in  the  August  forecast. 


1993  OUTLOOK 


The  Massachusetts  unemployment  rate 
continues  to  be  below  last  year's  level. 
Through  September,  the  average  for 
the  year  stood  at  6.9%  compared  to 
8.4%  for  the  same  period  last  year.  It  is 
expected  that  the  insured  unemploy- 
ment rate  will  average  2.6%,  down  from 
last  year's  3.8%. 

The  positive  effects  of  the  federal 
Emergency  Unemployment  Compen- 
sation (EUC)  program  and  the  declin- 
ing unemployment  rate  are  contribut- 
ing to  a  slightly  lower  than  expected 
payout  of  $746  million  for  calendar  year 
1993.  However,  with  income  now  pro- 
jected at  S979  million,  the  private  trust 
fund  account  balance  should  be  -S198 
million  at  the  end  of  1993. 


1994  OUTLOOK 


The  private  contributory  account  fund 
balance  is  estimated  to  become  positive 
during  1994.  Contributions  for  1994  on 
Schedule  F  are  projected  to  be  S254 
million  higher  than  1993  revenues  and 
exceed  benefit  outlays  by  $387  million. 
Trust  fund  reserves  should  be  sufficient 
to  repay  the  outstanding  federal  ad- 
vances prior  to  November  10, 1994,  and 
end  theyearat  S195  million.  See  table  1. 

Federal  interest  excise  revenue  already 
on  hand  will  cover  the  expected  interest 
payment  of  S4  -$6  million  due  Septem- 
ber 30, 1994. 


FIVE  YEAR  OUTLOOK 


Reserves  in  the  private  contributory  trust 
fund  will  continue  to  build,  reaching  an 
estimated  S892  million  by  the  end  of 
1996.  This  balance  is  expected  to  trigger 
schedule  "E"  for  1997,  resulting  in  re- 
serves of  Si. 2  billion  by  December  31, 
1997. 


RECOMMENDATION 


The  model  simulations  indicate  that 
trust  fund  reserves  should  be  suffi- 
cient to  repay  all  advances  prior  to 
November  10, 1994.  However,  employer 
contributions  to  the  fund  during  1994 
will  rise  to  1.78%  of  payrolls. 

Therefore,  it  is  recommended  that  the 
Legislature  modify  Chapter  151 A  to 
require  DET  to  set  the  1994  rates  on 
Schedule  "D".  The  effect  on  the  trust 
fund  and  employers  can  be  seen  on 
tables  1 A  and  2A 

One  note  of  caution  is  in  order.  The 
Massachusetts  Benefit  Simulation 
Model  projects  the  average  contribu- 
tion rate,  the  proportion  of  total  pay- 
roll that  is  contributory,  the  average 
weekly  benefit  amount,  the  average 
weeks  compensated,  covered  employ- 
ment and  now  the  insured  unemploy- 
ment rate.  Each  of  these  variables 
have  an  impact  on  the  forecast.  If  the 
1994  income  to  the  trust  fund  under 
Schedule  "D"  is  five  percent  higher 
than  forecast  and  the  benefit  payments 
are  five  percent  less  than  the  projec- 
tion, the  trust  fund  balance  could  be 
Si  16  million  by  the  end  of  December 
1994.  However,  if  the  income  is  five 
percent  lower  and  the  benefit  pay- 
ments are  five  percent  higher  than 
forecast,  the  private  trust  fund  account 
could  have  a  S-74  million  balance. 

Since  this  is  the  first  year  in  which  the 
U.  S.  Department  of  Labor  forecast- 
ing model  has  been  used  to  project 
detailed  trust  fund  activity  in  Massa- 
chusetts, careful  attention  will  be  paid 
to  each  quarter's  actual  developments 
in  the  economy,  fund  income  and  bene- 
fit outlays. 
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Table  1  Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  Millions) 


1992 

1993 

1994 

1995 

1996 

1997 

Balance,  Jan  1 

($279) 

($431) 

($198) 

$195 

$533 

$892 

Net  Income 
Federal  Recapture 
Trust  Fund  Interest 

$817 

$979 

$1,233 
$6 

$1,197 
$26 

$1,152 
$57 

$1,024 
$86 

Net  Benefits 

$969 

$746 

$846 

$885 

$850 

$827 

Balance,  Dec  31 

($431) 

($198) 

$195 

$533 

$892 

$1,175 

Surcharge  Collections 

$53 

$36 

$4 

Interest  Due  On  Federal 
Advances  (Due  9/30) 

$23 

$24.9 

$4-$6* 

Schedule 

"B-" 

"D" 

"P" 

"P" 

"P" 

"E' 

x     In  1992  Massachusetts  law  was  modified  to  allow  employers  to  defer  up  to  one-third  of  their  first  and  second  quarter 
contributions  to  the  next  calendar  quarter.  The  high-end  of  the  range  of  the  interest  estimate  assumes  that  fifteen 
percent  of  contributions  will  be  deferred. 


Table  2  Economic  Assumptions 


Total 

Contri- 

Effective 

Contributory 

Total 

Insured 

Covered 

butory 

Covered 

Contribution 

Wage 

Solvency 

Unemployment 

Unemployei 

Year 

Payroll 

Payroll 

Employment 

Rate 

Proportion 

Assessment 

Rate 

Rate 

(billions) 

(billions)  (thousands) 

1992 

$61.8 

$22.5 

2,675 

3.6% 

36.4% 

2.17% 

8.5% 

3.8% 

1993 

$63.2 

$22.9 

2,710 

4.4% 

36.2% 

1.59% 

6.8% 

2.6% 

1994 

$69.3 

$23.6 

2,728 

5.3% 

34.1% 

1.26% 

6.1% 

3.1% 

1995 

$73.8 

$24.0 

2,749 

5.0% 

32.5% 

1.19% 

5.9% 

3.1% 

1996 

$78.1 

$24.5 

2,770 

4.7% 

31.4% 

1.04% 

5.2% 

2.8% 

1997 

$82.5 

$25.1 

2,791 

4.0% 

30.4% 

0.94% 

4.9% 

2.7% 
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Net  Effect  Of  Recommended  Schedule  "D"  For  1994 
Table  1A  Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  Millions) 


1992 

1993 

1994 

1995 

1996 

1997 

Balance,  Jan  1 

($279) 

($431) 

($198) 

$22 

$358 

$730 

Net  Income 
Federal  Recapture 
Trust  Fund  Interest 

$817 

$979 

$1,065 
$1 

$1,208 
$13 

$1,181 
$41 

$1,136 
$76 

Net  Benefits 

$969 

$746 

$846 

$885 

$850 

$827 

Balance,  Dec  31 

($431) 

($198) 

$22 

$358 

$730 

$1,115 

Surcharge  Collections 

$53 

$36 

$4 

Interest  Due  On  Federal 
Advances  (Due  9/30) 

$23 

$24.9 

$4-$6* 

Schedule 

"B-" 

"D" 

"D" 

"P" 

"P" 

"pr 

In  1992  Massachusetts  law  was  modified  to  allow  employers  to  defer  up  to  one-third  of  their  first  and  second  quarter 
contributions  to  the  next  calendar  quarter.  The  high-end  of  the  range  of  the  interest  estimate  assumes  that  fifteen 
percent  of  contributions  will  be  deferred. 


Table  2A 


Economic  Assumptions 


Total 

Contri- 

Effective 

Contributory 

Total 

Insured 

Covered 

butory 

Covered 

Contribution 

Wage 

Solvency 

Unemployment 

Unemployer 

Year 

Payroll 

Payroll 

Employment 

Rate 

Proportion 

Assessment 

Rate 

Rate 

(billions) 

(billions)  (thousands) 

1992 

$61.8 

$22.5 

2,675 

3.6% 

36.4% 

2.17% 

8.5% 

3.8% 

1993 

$63.2 

$22.9 

2,710 

4.4% 

36.2% 

1.59% 

6.8% 

2.6% 

1994 

$69.3 

$23.6 

2,728 

4.5% 

34.1% 

1.27% 

6.1% 

3.1% 

1995 

$73.8 

$24.0 

2,749 

5.1% 

32.5% 

1.24% 

5.9% 

3.1% 

1996 

$78.1 

$24.5 

2,770 

4.8% 

31.4% 

1.10% 

5.2% 

2.8% 

1997 

$82.5 

$25.1 

2,791 

4.5% 

30.4% 

1.00% 

4.9% 

2.7% 
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UNEMPLOYMENT  INSURANCE  TRUST  FUND  BALANCE 


□  actual 


forecast 


MASSACHUSETTS  TRUST  FUND  BALANCE 
Percent  of  Total  Payroll 


Percent 
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Net  Effect  Of  Recommended  Schedule  "D"  For  1994 


UNEMPLOYMENT  INSURANCE  TRUST  FUND  BALANCE 


o 

15 


O  actual 


forecast 


MASSACHUSETTS  TRUST  FUND  BALANCE 
Percent  of  Total  Payroll 


Percent 
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SECTION  1.    Chapter  26  of  the  Acts  of  1992,  as  most  recently  amended  by 
section  3A  of  Chapter  118  of  the  Acts  of  1992,  is  hereby  further  amended  by 
striking  out  section  27  and  inserting  in  place  thereof  the  following 
section :- 

Section  27.    Notwithstanding  the  provisions  of  section  fourteen  of 
chapter  one  hundred  and  fifty-one  A  of  the  General  Laws,  the  experience  rate 
of  an  employer  qualifying  therefor  under  subsection  (b)  of  said  section 
fourteen  of  chapter  one  hundred  and  fifty-one  A  shall  be  the  rate  which 
appears  in  the  column  designated  "D"  for  calendar  year  nineteen  hundred  and 
ninety-three  and  nineteen  hundred  and  ninety-four,  and  the  rate  which 
appears  in  column  designated  "F"  for  calendar  years  nineteen  hundred  and 
ninety-five,  and  nineteen  hundred  and  ninety-six. 
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■ 

UX  DATABANK 

Annual  Average 

Total  Unemployment  Rate 

1988 

3.3% 

1989 

4.0% 

1990 

6.0% 

1991 

9.0% 

1992 

8.5% 

1993 

6.9% 

THE  UNEMPLOYMENT 
INSURANCE  TRUST  FUND 


At  the  end  of  December  1993  the  Massachusetts  Unemployment 
Insurance  Trust  Fund  stood  at  -$120  million.  The  private  contribu- 
tory account  balance  was  -$157  million,  an  improvement  of  $246 
million  over  December  1992.  The  governmental  contributory 
account  balance  at  the  end  of  December  stood  at  $37  million,  $11 
million  more  than  December  1992. 


1993  IN  REVIEW 


During  1993,  Massachusetts'  economy  showed  continuing  signs  of 
the  recovery  which  began  in  the  fourth  quarter  of 1992.  Preliminary 
1993  data  indicate  an  average  of 2,933,000  Massachusetts  residents 
were  employed  during  the  year,  exceeding  the  1992  average  of 
2,862,000.  Unemployment  continued  to  decline  over  the  year  with 
the  rate  of  unemployment  averaging  6.9%  for  1993  compared  to 
1992's  8.5%.  The  insured  unemployment  rate  (IUR)  dropped  from 
3.8%  in  1992  to  an  estimated  2.6%  for  1993. 

The  improving  economy  and  the  effects  of  the  federal  Emergency 
Unemployment  Compensation  (EUC)  program  held  benefits  paid 
from  the  private  employer  account  in  calendar  year  1993  to  ap- 
proximately $748  million.  An  average  of  78,700  people  claimed 
regular  unemployment  insurance  benefits  weekly  during  1993,  the 
lowest  level  in  five  years. 

Several  extensions  of  the  EUC  program  limited  regular  unemploy- 
ment insurance  benefits  to  26  weeks  for  most  of  1993.  This 
provision  alone  saved  the  Massachusetts  trust  fund  $40  million  in 
calendar  year  1993.  Further  savings  resulted  from  a  decision  by 
29,000  claimants  to  remain  on  EUC  during  1993,  rather  than  filing 
a  new  regular  U.L  claim.  The  estimated  savings  from  this  option 
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was  $45  million,  for  a  total  EUC-re- 
lated  savings  of  $85  million  during  1993. 

Employer  contributions  were  $994  mil- 
lion during  1993,  compared  to  $817 
million  for  1992,  reflecting  a  higher 
rate  schedule  and  increases  in  employ- 
ment and  contributory  wages. 


ECONOMIC  ASSUMP- 
TIONS FOR  1994  to  1998 
OUTLOOK 


For  this  outlook,  DET  has  utilized  the 
long-term  forecast  produced  by  the 
Wharton  Econometric  Forecasting 
Associates  (WEFA)  in  October  of  1993. 
The  October  1993  quarterly  outlook 
was  also  based  on  WEFA  estimates. 

The  economic  assumptions  culled  from 
the  WEFA  forecast  are  arrayed  below 
and  compared  to  the  assumptions  used 
for  the  October  1993  trust  fund  re- 
port 


Wage  &  Salary 
Growth  (%) 

10/93  V94 
1994  5.8  5.6 
5.6  5.6 
5.0  5.8 
4.8  5.6 


Labor 
Force  (000) 


1995 
1996 
1997 
1998 


N.A.  5.4 


10/93 
3,166.6 
3,192.1 
3,209.4 
3,227.7 

N.A. 


1/94 
3,135.1 
3,143.0 
3,164.7 
34813 
3,191.9 


Total 
Unemployment 
Rate(%) 
10/93  1/94 

1994  6.1  63 

1995  5.9  62 

1996  5.2  63 

1997  4.9  6.4 

1998  N.A  6.3 


Insured 
Unemployment 

Rate  (%) 
10)93  1/94 
3.1  3.1 
3.1  3.2 
2.8  3.3 
2.7  33 
N.A  33 


are  characterized  by  slightly  higher 
wage  and  salary  growth  in  the  later 
years  of  the  forecast  and  slower  labor 
force  growth.  More  significantly,  the 
unemployment  rate  stabilizes  around 
the  6.3%  range  rather  than  the  de- 
cline shown  in  the  October  report 
The  "flat"  total  unemployment  rate 
over  the  1995  to  1998  period  creates 
an  insured  unemployment  rate  that 
stabilizes  in  the  33%  range. 


1994  - 1998  OVERVIEW 


Compared  to  the  prior  economic  fore- 
cast the  October  WEFA  projections 


The  projections  utilize  schedule  "D" 
for  calendar  year  1994  ,as  required  by 
Chapter  263  of  the  Acts  of  1993,  and 
assume  that  employers  will  defer  fif- 
teen percent  of  contributions  due  in 
April  and  July.  No  surcharge  for  inter- 
est on  federal  advances  will  be  neces- 
sary during  1994.  The  model  also  in- 
cludes the  use  of  rate  schedule  "F'  for 
1995  through  1997.  Chapter  118of the 
Acts  of  1992  requires  schedule  F  for 
1995  and  1996,  and  the  model  projects 
schedule  F  for  1997  and  schedule  E  for 
1998  based  on  expected  reserves. 

During  1994  the  private  contributory 
account  is  estimated  to  receive  $1,060 
million  in  contributions  and  provide 
$878  million  in  benefit  payments.  This 
generates  a  $26  million  account  bal- 
ance by  the  end  of  1994. 

Based  on  the  model  estimates,  the  over- 
all trust  fund  and  the  private  employer 
account  will  be  positive  in  May  1994. 
DET  estimates  interest  of  $4.5  -  $4.8 
million  will  be  due  on  September  30, 
1994  for  federal  advances  received  prior 
to  January  1,  1994.  Surcharge  reve- 
nues on  hand  are  sufficient  to  make 
this  payment 

Through  the  time  frame  ending  in  1998, 
the  private  contributory  account  re- 
serves are  estimated  to  be  $897  mil- 
lion. 


A  NOTE  OF  CAUTION! 


The  estimates  for  1994  are  based  on 
preliminary  estimates  for  employment 
for  the  third  and  fourth  quarters  of 
1993  and  1993  experience  rating  data. 
The  model  will  be  updated  with  the 
actual  1994  experience  rating  data  in 
early  March  for  use  in  preparing  the 
April  quarterly  report.  Until  we  have 
a  better  idea  on  the  expected  average 
contributory  rate,  caution  should  be 
exercised  in  using  these  projections. 
At  this  time,  DET  believes  that  con- 
tributions are  overstated.  Benefit  ex- 
penditures may  be  overstated  as  well, 
given  the  current  level  of  claims  activ- 
ity- 
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Table  1  Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  Millions) 

-   •  A 


1993 

1994 

1995 

1996 

1997 

1998 

Balance,  Jan  1 

($403)* 

($157) 

$26 

$352 

$622 

$829 

Net  Income 

$994 

$1,060 

$1,223 

$1,184 

$1,127 

$1,006 

Trust  Fund  Interest 

$1 

$14 

$38 

$59 

$73 

Net  Benefits 

$748 

$878 

$911 

$952 

$979 

$1,011 

Balance,  Dec  31  - 

($157) 

$26 

$352 

$622 

$829 

$897 

Surcharge  Collections 

$37 

$6 

Interest  Due  On  Federal 
Advances  (Due  9/30) 

$24.9 

$4.5-$4.8 

Schedule 

"D" 

T>" 

up. 

"E" 

Reflects  accounting  adjustment 


Table  2  Economic  Assumptions 

Economic  Assumptions  Based  on  WEFA  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Total 

Contri- 

Effective 

Contributory 

Total 

Insured 

Covered 

butory 

Covered 

Contribution 

Wage 

Solvency 

Unemployment 

Unemployement 

Year 

Payroll 

Payroll 

Employment 

Rate 

Proportion 

Assessment 

Rate 

Rate 

(billions) 

(billions)  (thousands) 

1993 

$62.7 

$22.9 

2,719 

4.3% 

36.5% 

1.70%* 

6.9% 

2.6% 

1994 

$66.7 

$23.1 

2,697 

4.5% 

34.6% 

1.20% 

6.3% 

3.1% 

1995 

$70.6 

$23.4 

2,702 

5.3% 

33.1% 

1.04% 

6.2% 

3.2% 

1996 

$75.1 

$23.8 

2,718 

5.0% 

31.7% 

1.23% 

6.3% 

3.3% 

1997 

$79.8 

$24.2 

2,733 

4.6% 

30.3% 

1.19% 

6.4% 

3.3% 

1998 

$84.4 

$24.6 

2,742 

4.1% 

29.1% 

1.15% 

6.3% 

3.3% 

*     DET  actual,  not  model  output. 
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UNEMPLOYMENT  INSURANCE  TRUST  FUND  BALANCE 


o 
CD 


<-■-  c 
  o 


\2 
1.1  - 
1  - 

08 

:  a 

0.7 
0-8 

as 

0-4 

0.3 
02 

ai 


-ai 

-0-2 

■as 
-a  4 
■as 


1964  |        1966  I  1968 

198S  1967 


I960  I        1992  I  1994 

1991  1993  It 


1996  I  1996 

1997 


MASSACHUSETTS  TRUST  FUND  BALANCE 
Percent  of  Total  Payroll 


Perc^rrt 


2.  SO 


2.00 


1  JO 


1  JO 


0-50 


0.00 


■a  so 


-1.00 


Cmu  tor  1994  -  1996  are  *tr*ac 
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1:  Massachusetts  Benefit  Financing 
Simulation  


2:  Assumptions  Used  In  Simulation   3 

:Net  Effect  Of  Recommended  Schedule  "D" 
1  A:  Massachusetts  Benefit  Financing 
Simulation   4 


2A:  Assumptions  Used  In  Simulation  ....  4 
GRAPHS: 

Trust  Fund  Balance   5 

Trust  Fund  Balance 

Asa  %  of  Total  Payroll    5 

Net  Effect  Of  Recommended  Schedule  "D" 
Trust  Fund  Balance   6 

Trust  Fund  Balance 

As  a  %  of  Total  Payroll    6 


RANK  OF  STATES 
Average  Weekly  Benefit  Amount  for 
Total  Unemployment  CY93 

STATE  AWBA 

1.  Hawaii  S251.79 

2.  New  Jersey  S233.70 

3.  Massachusetts  S233.61 

4.  Connccticut  S224.02 

; 

Source:  US  DOL  Data  Summary 


THE  UNEMPLOYMENT 
INSURANCE  TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


At  the  end  of  February  1994  the  Massachusetts  Unemployment 
Insurance  Trust  Fundstoodat-$156million.  Theprivatecontribu- 
tory  account  balance  was  -S196  million,  an  improvement  of  S241 
million  over  February  1993.  The  governmental  contributory  ac- 
count balance  at  the  end  of  February  stood  at  $40  million. 


ASSUMPTIONS  USED  IN  1994  To  1998 


For  this  forecast,  DET  has  utilized  the  short-term  forecast  pro- 
duced by  the  Wharton  Econometric  Forecasting  Associates  (WEFA) 
in  December  1993.  This  forecast  runs  through  1996  and  the  data 
has  been  modified  by  the  Massachusetts  Department  of  Revenue 
to  reflect  actual  economic  activity  through  February  1994.  For  the 
remaining  years  of  the  forecast  the  long-term  WEFA  outlook  of 
October  1993  was  used. 

The  assumptions  from  the  aforementioned  forecasts  are  displayed 
belowand  compared  to  the  January  1994  trust  fund  report  assump- 
tions. 


Wage  &  Salary 

Labor 

Growth  (%) 

Force  (000) 

4/94  1/94 

4/94  1/94 

1994 

6.8  5.6 

3,139.0  3,135.1 

1995 

6.5  5.6 

3,150.0  3,143.0 

1996 

6.4  5.8 

3,174.2  3,164.7 

1997 

5.6  5.6 

3,181.3  3,1S1.3 

199S 

5.4  5.4 

3,191.9  3,191.9 

Depsrtmenl  of  This  report  is  prepared  by  the  Economic  Research 
r       t  Sen-ice.  Department  of Employment  and  Training 

el  ifjiuyi  /ci  Coinntomwohh  of  Massachusetts  Anv  questions  can 
3nd  Twining    he  directed  to  DET  at  (61 ')  626-6  >  72 
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Total 
Unemployment 
Rate  (%) 
4/94  1/94 


Insured 
Unemployment 
Rate  (%) 


1994 
1995 
1996 
1997 
1998 


6.4 
6.2 
6.3 
63 
63 


6.7 
63 
6.2 
6.3 
63 


4/94 
3.1 

3.1 

3.2 
3.2 
3.2 


1794 
3.1 

3.2 
3.3 
3.3 
3.3 


Compared  to  the  prior  trust  fund  re- 
port, the  outlook  is  characterized  by 
higher  wage  and  salary  and  labor  force 
growth  in  the  early  years  of  the  forecast. 
The  projected  unemployment  rate  sta- 
bilizes at  63%  in  the  later  years  of  the 
forecast  with  the  insured  unemployment 
rate  achieving  stability  at  3.2%. 

The  forecast  assumes  schedule  "D"  for 
calendar  year  1994  and  that  employers 
will  defer  twenty  percent  of  contribu- 
tions due  in  April  and  July. 


1994  OUTLOOK 


The  Benefit  Financing  Simulation  proj- 
ects that  the  Massachusetts  Unemploy- 
ment Insurance  Trust  Fund  will  achieve 
solvency  in  calendar  year  1994.  The 
private  contributory  account  is  expected 
to  take  in  $1,078  million  in  contribu- 
tions and  pay  out  $895  million  in  bene- 
fits. This  will  leave  an  end  of  year  bal- 
ance of  $28  million  in  the  private  con- 
tributory account 

It  should  be  noted  that  the  estimates 
that  have  been  utilized  for  this  outcome 
are  based  on  current  law  and  contain  no 
actual  claims  or  financial  data  for  calen- 
daryear  1994.  DET will  be  monitoring 
actual  income  and  outflow  data,  as  well 
as  data  on  the  volume  of  contributions 
deferred. 


It  is  expected  that  there  will  be  $4.7 
million  interest  due  September  30, 
1994  on  federal  advances.  Interest  is 
due  September  30, 1994  on  advances 
used  between  October  1,  1993  and 
December  31, 1993.  There  are  suffi- 
cient funds  in  the  federal  loan  inter- 
est account  to  cover  that  amount.  All 
new  advances  from  January  1,  1994 
through  early  May  1994  will  be  inter- 
est free. 


1995  - 1998  OUTLOOK 


At  the  beginning  of  1995  the  private 
contributory  account  balance  is  esti- 
mated at  $28  million.  Current  law 
requires  contribution  rates  to  be  set 
on  schedule  "F"  in  1995  and  19%. 
The  Benefit  Financing  Simulation 
projects  schedule  "P  in  1997,  and 
schedule  "E"  for  1998,  (see  table  1.) 
Using  these  schedules  and  the  eco- 
nomic assumptions  in  table  2,  the 
private  contributory  account  is  esti- 
mated tobe  $1,163  million  by  theend 
of  December  1998. 


AN  ALTERNATE 
APPROACH 


The  Massachusetts  economy  has  begun 
to  recover  from  the  long  downturn 
that  started  in  late  1988.  Continuing 
job  growth  and  a  total  unemployment 
rate  of  6.5%  for  the  first  quarter  of 
1994  are  early  signs  of  the  economy's' 
strength. 

Based  on  preliminary  data  from  the 
first  quarter  of  1994  and  a  general 
consensus  from  economic  forecast- 
ers for  stronger  job  growth  than  pre- 
viously Ibrcaist  for  1994,  DET  rec- 


ommends the  consideration  of  sched- 
ule'^" for  employer  contributions  for 
1995.  Schedule  "D"  will  generate  $172 
million  less  in  contributions  during  1995 
and  reduce  the  December  31, 1995  pri- 
vate contributory  account  balance  to 
an  estimated  $221  million,  a  reduction 
of  $178  million. 

Regardless  of  the  use  of  schedule  "D" 
or  "F'  in  1995,  the  Benefit  Financing 
Simulation  projects  schedule  MF*  in 
1997  with  a  drop  to  schedule  "E"  in 
1998. 

Tables  1A  and  2A  array  the  outlook 
and  economic  assumptions  using  sched- 
ule "D"  for  1995. 
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Table  1  Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  Millions) 


1993 

1994 

1995 

1996 

1997 

1998 

Balance,  Jan  1 

($403) 

($157) 

$28 

$399 

$730 

$1007 

iNci  income 

M,U/o 

C  1  OA  Q 

3>l,Z4o 

vbl,  LL5 

>  1,1/0 

ll,Uo(J 

Trust  Fund  Interest 

$2 

$18 

$49 

$76 

$97 

Net  Benefits 

$748 

$895 

$895 

$941 

$975 

$1,001 

Balance,  Dec  31 

($157) 

$28 

$399 

$730 

$1,007 

$1,163 

Surcharge  Collections 

$37 

$4 

Interest  Due  On  Federal 
Advances  (Due  9/30) 

$24.9 

$4.7 

Schedule 

"D" 

"D" 

npi 

up. 

npi 

"E" 

Table  2  Economic  Assumptions 

Economic  Assumptions  Based  on  VVEFA  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Total 

Contri- 

Effective 

Contributory 

Total 

Insured 

Covered 

butory 

Covered 

Contribution 

Wage 

Solvency 

Unemployment 

Unemployer 

Year 

Payroll 

Payroll 

Employment 

Rate 

Proportion 

Assessment 

Rate 

Rate 

(billions)  (billions)  (thousands) 

1993 

$63.4 

$22.9 

2,709 

4.3% 

36.1% 

1.70%* 

6.9% 

2.9% 

1994 

$67.8 

$23.8 

2,700 

4.5% 

34.9% 

1.21% 

6.4% 

3.1% 

1995 

$72.3 

$24.3 

2,712 

5.2% 

33.4% 

1.00%  ••  . 

6.2% 

3.1% 

1996 

$77.3 

$24.8 

2,730 

4.9% 

32.1% 

1.16% 

6.3% 

3.2% 

1997 

$81.5 

$25.2 

2,736 

4.6% 

30.9% 

1.06% 

6.3% 

3.2% 

1998 

S86.1 

$25.7 

2.746 

4.1% 

29.8% 

1.00% 

6.3% 

3.2% 

DET  actual,  not  model  output. 


QUARTERLY  TRUST  FUND  REPORT 


APRIL  1994 


Net  Effect  Of  Recommended  Schedule  "D"  For  1995 

T^ble  1A  Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  Millions) 


1993 

1994 

1995 

1996 

1997 

1998 

Balance,  Jan  1 

($403) 

($157) 

$28 

$221 

$546 

$834 

M^t  Inrnmp 

J>  1,U  /o 

vM,U  /o 

Trust  Fund  Interest 

$2 

$12 

$32 

$60 

$81 

Net  Benefits 

$748 

$895 

$895 

$941 

$975 

$1,001 

Balance,  Dec  31 

($157) 

$28 

$221 

$546 

$834 

$998 

Surcharge  Collections 

$37 

$4 

Interest  Due  On  Federal 
Advances  (Due  9/30) 

$24.9 

$4.7 

Schedule 

"D" 

"D" 

"D" 

tip. 

"E" 

Table  2A  Economic  Assumptions 

Economic  Assumptions  Based  on  WEFA  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Total 

Contri- 

Effective 

Contributory 

Total 

Insured 

Covered 

butory 

Covered 

Contribution 

Wage 

Solvency 

Unemployment 

Unemployer 

Year 

Payroll 

Payroll 

Employment 

Rate 

Proportion 

Assessment 

Rate 

Rate 

(billions)  (billions)  (thousands) 

1993 

$63.4 

$22.9 

2,709 

4.3% 

36.1% 

1.70%* 

6.9% 

2.9% 

1994 

$67.8 

$23.8 

2,700 

4.5% 

34.9% 

1.21% 

6.4%) 

3.1% 

1995 

$72.3 

$24.3 

2,712 

4.4% 

33.4% 

1.01%  ' 

6.2% 

3.1% 

1996 

$77.3 

$24.8 

2,730 

5.0% 

32.1%? 

1.23% 

6.3% 

3.2% 

1997 

$81.5 

$25.2 

2,736 

4.7% 

30.9% 

1.13% 

6.3% 

3.2% 

1998 

$86. 1 

$25.7 

2,746 

4.2% 

29.8% 

1.07% 

6.3% 

3.2% 

DET  actual,  not  model  output. 
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1984  1986  1988  |        1990  1992  1994  1996  1998 

1985  1987  1989  1991  1993  1995  1997 


O       actual  +  foecasJ 


MASSACHUSETTS  TRUST  FUND  BALANCE 
Percent  of  Total  Payroll 

Percent 
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Net  Effect  Of  Recommended  Schedule  "D"  For  1995 


UNEMPLOYMENT  INSURANCE  TRUST  FUND  BALANCE 


1964  |        1986  |        1968  |        1990  |        1992  1994  1996  1996 

1965  1987  1969  1991  1993  1995  1997 


O       actual  +  forecast 


MASSACHUSETTS  TRUST  FUND  BALANCE 
Percent  of  Total  Payroll 
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1993  Average  Weekly  Wages 
By  Industry 

Services 
Trade 

Manufacturing 

Preliminary,  privsic  employers  only 


$555.07 
$405.79 
$719.38 


AUGUST  1994 


THE  UNEMPLOYMENT 
INSURANCE  TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


At  the  end  of  June  1994  the  Massachusetts  Unemployment  Insur- 
ance Trust  Fund  balance  was  $36.7  million.  This  balance  was 
composed  of  a  private  contributory  account  balance  of  -$151,000 
and  a  governmental  contributory  account  balance  of  $36.8  million. 


ASSUMPTIONS  USED  IN  1994  to  1998 
FORECASTS 


For  this  forecast,  DET  has  utilized  the  Wharton  Econometric 
Forecasting  Associates  (WEFA)  spring  1994  outlook.  This  fore- 
cast modified  by  the  Massachusetts  Department  of  Revenue  to 
reflect  actual  economic  activity  through  June  1994,  runs  through 
1998. 

The  economic  assumptions  from  the  aforementioned  forecast  are 
displayed  below  and  compared  to  the  April  1994  trust  fund  report 
assumptions. 


Estimated  Wage  &  Salary 
Growth  (%) 
4/94  8/94 


Estimated  Labor 
Force  (000) 


1994 
1995 
1996 
1997 
1998 


6.8 
6.5 
6.4 
5.6 
5.4 


5.5 
5.2 
5.5 
5.6 
5.5 


4/94 
3,139.0 
3.150.0 
3,174.2 
3,181.3 
3.191.9 


8/94 

3,160.1 

3,178.5 

3,180.1 

3,181.4 

3,192.1 


E 
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Estimated  Total   Estimated  Insured 


Unemployment 
Rate  (%) 
4/94  8/94 

1994  6.4  63 

1995  6.2  6.3 

1996  6.3  6.2 

1997  63  6.0 

1998  63  6.0 


Unemployment 

Rate  (%) 
4/94  8/94 
3.1 
3.2 
3.2 
3.1 
3.1 


3.1 
3.1 
3.2 
3.2 
3.2 


Compared  to  the  prior  trust  fund  re- 
port, the  August  outlook  is  character- 
ized by  more  moderate  wage  and  salary 
growth  than  was  forecast  in  the  April 
report.  Labor  force  growth  estimates 
are  for  slightly  higher  growth  than  was 
forecast  in  April  for  the  first  three  years 
of  the  forecast,  but  will  approach  the 
April  estimates  in  1997  and  1998.  The 
projected  unemployment  rate  stabilizes 
at  6.0%  in  the  later  years  of  the  forecast 
which  causes  the  insured  unemployment 
rate  to  achieve  stability  at  3.1%. 


1994  OUTLOOK 


and  later  years  continue  to  be  esti- 
mated by  the  model.  DET  continues 
to  monitor  actual  income  and  out- 
flow data,  as  well  as  data  on  the  vol- 
ume of  contributions  deferred. 

The  estimated  1994  solvency  rate,  used 
to  compute  individual  employer  con- 
tribution rates  for  1995,  is  probably 
understated.  The  Benefit  Financing 
Simulation  Model  does  not  take  into 
account  the  special  provision  which 
allows  the  reuse  of  wages  from  the 
first  quarter  of  a  claimant's  base  pe- 
riod during  the  transition  to  the  use 
of  wage  records.  Through  June  30, 
1994  the  amount  of  charges  of  this 
item  to  the  solvency  account  was  S25.8 
million. 

It  is  expected  that  there  will  be  $4.7 
million  in  interest  owed  on  federal 
advances,  which  will  be  due  Septem- 
ber 30,  1994.  There  are  sufficient 
funds  in  the  federal  loan  interest  ac- 
count to  cover  that  amount. 


The  Massachusetts  Unemployment 
Insurance  Trust  Fund  achieved  a  posi- 
tive balance  in  May  1994.  The  Massa- 
chusetts Benefit  Financing  Simulation 
Model  forecasts  the  private  account  to 
receive  $1,054  million  in  contributions 
and  pay  out  $838  million  in  benefits 
during  calendar  year  1994.  This  results 
in  an  end  of  year  balance  of  $60  million 
in  the  private  contributory  account, 
compared  with  the  $28  million  balance 
projected  in  DETs  April  report 

This  outlook  reflects  the  following  data 
updates:  actual  benefits,  claims,  labor 
force,  and  weekly  benefit  amount  data 
for  the  first  and  second  quarters  of  1994. 
Contributions  data  have  also  been  up- 
dated to  reflect  actual  receipts  for  the 
first  two  quarters  of  1994.  Preliminary 
total  and  contributory  wage  data  are 
used  for  the  first  quarter  of  1994. 

Employment  and  wage  data  for  1994 


1995  - 1998  OUTLOOK 


At  the  beginning  of  1995,  according 
to  the  model,  the  private  contribu- 
tory account  will  have  $60  million  in 
reserves.  Current  law  requires  that 
rates  be  set  on  schedule  "F*  in  1995 
and  1996.  The  Benefit  Financing  Simu- 
lation projects  schedule  "F' will  be  in 
effect  again  in  1997  with  a  drop  to 
schedule  "D"  in  1998.  The  private 
contributory  fund  is  estimated  to  end 
calendar  year  1998  at  $1,148  million 
under  these  conditions.  The  effect  of 
this  scenario  is  portrayed  in  tables  1 
and  2. 


STATUTORY 
REQUIREMENTS 


 AUGUST  1994 

Section  16ofChapter263oftheActsof 
1993  requires  DET  to  notify  the  legisla- 
ture if  the  private  contributory  account 
balance  on  December  31,  1994  is  ex- 
pected to  be  below  $9  million.  Esti- 
mates produced  by  this  Benefit  Financ- 
ing Simulation  Model,  indicate  that  this 
condition  is  not  expected  to  exist 

Section  54  of  Chapter  118oftheActsof 
1992  requires  DET  to  notify  the  legisla- 
ture if  contributions  for  any  calendar 
year  are  expected  to  exceed  1.75%  of 
total  wages.  Based  on  estimates  pro- 
duced by  the  Benefit  Financing  Simula- 
tion Model,  contributionsare  expected 
to  equal  1.75%  of  payrolls  in  1995. 


RECOMMENDATION 


Since  Section  54  of  Chapter  1 18  of  the 
Acts  of  1992  sets  the  ceiling  for  em- 
ployer contributions  at  1.75%  of  total 
payroll,  and  estimates  from  this  Benefit 
Financing  Simulation  Model  show  this 
ceiling  being  met  in  calendar  1995,  DET 
recommends  that  rate  schedule  "D"  be 
enacted  for  1995. 

Schedule  "D"  would  result  in  $173  mil- 
lion less  in  contributions  to  the  fund 
and  cause  the  December  31, 1995  end- 
ing balance  to  end  at  an  estimated  $237 
million,  a  reduction  of  $179  million 
from  the  estimated  balance  if  the  pri- 
vate contributory  system  remains  on 
schedule  "F"  in  1995. 

The  use  of  schedule  "D"  in  1995,  com- 
bined with  the  use  of  schedule  "F"  in 
1996  as  required  by  statute,  will  require 
thesystem  to  remain  onschedule  "F'  in 
1997,  with  a  drop  to  schedule  *'E"  in 
1998. 

The  impact  of  legislating  schedule  "D" 
in  1995  isdisplayed  in  tables  !Aand2A 
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Tfcble  1  Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  Millions) 


1993 

1994 

1995 

1996 

1997 

1998 

Balance,  Jan  1 

($403) 

($157) 

$60 

$416 

$752 

$1,062 

Net  Income 

$994 

$1,054 

$1,249 

$1,214 

$1,164 

$948 

Trust  Fund  Interest 

$1 

$18 

$47 

$76 

$96 

Net  Benefits 

$748 

$838 

$911 

$925 

$929 

$958 

Balance,  Dec  31 

($157) 

$60 

$416 

$752 

$1,062 

$1,148 

Surcharge  Collections 

$37 

$4 

Interest  Due  On  Federal 
Advances  (Due  9/30) 

$24.9* 

$4.7 

* 

Schedule 

"D" 

"D" 

..pi 

,.p. 

"D" 

•  Paid  September  30,  1993 


Table  2  Economic  Assumptions 

Economic  Assumptions  Based  on  WEFA  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Total 

Contri- 

Effective 

Contributory 

Total 

Insured 

Covered 

butory 

Covered 

Contribution 

Wage 

Solvency 

Unemployment 

Unemployemeni 

Year 

Payroll 

Payroll 

Employment 

Rate 

Proportion 

Assessment 

Rate 

Rate 

(billions) 

(billions)  (thousands) 

1993 

$63.7 

$23.0 

2,724 

4.3% 

36.1% 

1.70%* 

6.9% 

2.9% 

1994 

$66.9 

$23.3 

2,716 

4.5% 

34.8% 

1.24% 

6.3% 

3.1% 

1995 

$71.4 

$24.3 

2,735 

5.2% 

34.0% 

0.87% 

6.3% 

3.2% 

1996 

$75.2 

$24.7 

2,737 

4.9% 

32.8% 

0.90% 

6.2% 

3.2% 

1997 

$79.2 

$25.1 

2,739 

4.6% 

31.7% 

0.84% 

6.0% 

3.1% 

1998 

$83.7 

$25.6 

2,749 

3.6% 

30.6% 

0.75% 

6.0% 

3.1% 

DET  actual,  not  model  output. 
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Net  Effect  Of  Recommended  Schedule  "D"  For  1995 

T^ble  !  <  Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  Millions) 


1993 

1994 

1995 

1996 

1997 

1998 

Balance,  Jan  1 

($403) 

($157) 

$60 

$237 

$566 

$89( 

>  m  Income 

$1,054 

$1,076 

$1,224 

$1,194 

$1,062 

Tru<i  Fund  Interest 

$2 

$11 

$30 

$59 

$84 

Net  Benefits 

$748 

$838 

$911 

$925 

S929 

$958 

Balance,  Dec  31 

($157) 

$60 

$237 

$566 

$890 

$1,079 

Surcharge  Collections 

$37 

$4 

Interest  Due  On  Federal 
Advances  (Due  9/30) 

$24.9* 

$4.7 

* 

Schedule 

"D" 

"D" 

"D" 

"P" 

"F" 

*  Paid  September  30,  1993 


Table  2A  Economic  Assumptions 

Economic  Assumptions  Based  on  WEFA  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Total 

Contri- 

Effective 

Contributory 

Total 

Insured 

Covered 

butory 

Covered 

Contribution 

Wage 

Solvency 

Unemployment 

Unempio/<  t 

Year 

f  avToll 

Payroll 

Employment 

Rate 

Proportion 

Assessment 

Rate 

R?:e 

"'ons) 

(billions)  (thousands) 

2,724 

4.3% 

36.1%o 

1.70%* 

6.9% 

2.9% 

.994 

$.  ..} 

2,716 

4.5% 

34.8% 

1.24% 

6.3% 

3.1% 

JOQ5 

$y  . 

4  1 

2,735 

4.4% 

34.0% 

0.88% 

6.3% 

3.2% 

1 

$7.' 

4.7 

2,737 

.0% 

32.8% 

0.97% 

6.2% 

3.29? 

h 

$7°  2 

5.1 

2,739 

4.7% 

31.7% 

0.90% 

6.0% 

3.1% 

19v 

£1  7 

.6 

2,749 

4.1% 

30.6% 

0.80% 

6.0% 

3.1% 

* 

■u>C 

'Utput. 
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1964  1966  1968  1990  1992  1994  1996  1996 

1965  1967  1969  1991  1993  1995  19B7 


G       actual  *  icxvcast 

MASSACHUSETTS  TRUST  FUND  BALANCE 
Percent  of  Total  Payroll 


2  50  I  


■0  65 

.1  oo   :  1  '  1  :  '  '■  '■ — 
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Net  Effect  Of  Recommended  Schedule  "D"  For  1995 


UNEMPLOYMENT  INSURANCE  TRUST  FUND  BALANCE 


C3  actuaJ 


MASSACHUSETTS  TRUST  FUND  BALANCE 
Percent  of  Total  Payroll 


2  00  - 


1  50 


voo  - 


-0  65 
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THE  UNEMPLOYMENT 
INSURANCE  TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


At  the  end  of  August  1994  the  Massachusetts 
Unemployment  Insurance  Trust  Fund  balance  was 
$186.8  million.  This  balance  was  composed  of  a 
private  contributory  fund  balance  of  $148.8  million 
and  a  governmental  contributory  account  balance  of 
$38  million. 


ASSUMPTIONS  USED  IN  1994  TO  1998 
FORECASTS 


For  this  forecast,  DET  has  utilized  the  Wharton 
Econometric  Forecasting  Associates  ( WEFA)  summer 
1994  outlook.  This  forecast,  modified  bv  the 
Massachusetts  Department  of  Revenue  to  reflect 
actual  economic  activitv  through  August  1994,  runs 
through  1996.  The  1997  and  1998  trends  are  based 
on  the  spring  WEFA  long-term  forecast. 

The  economic  assumptions  from  the  aforementioned 
forecast  are  displaved  on  page  2  and  compared  to 
the  August  1994  trust  fund  report  assumptions. 
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Wage  &  Salary 
Growth  (%) 
8/94  10/94 

1994  5.5  6.3 

1995  5.2  6.5 

1996  5.5  5.6 

1997  5.6  5.6 

1998  5.5  5.5 

Total 
Unemployment 
Rate  (%) 


Labor 
Force  (000) 


8/94 
3,160.1 
3,178.5 
3,180.1 
3,181.4 
3,192.1 


10/94 
3,168.2 
3,218.0 
3,249.4 
3,260.3 
3,271.3 


Insured 
Unemployment 
Rate  (%) 


8/94 

10/94 

8/94 

10/94 

1994 

6.3 

6.0 

3.1 

2.9 

1995 

6.3 

5.6 

3.2 

2.9 

1996 

6.2 

5.6 

3.2 

3.0 

1997 

6.0 

5.5 

3.1 

2.9 

1998 

6.0 

5.5 

3.1 

3.0 

Compared  to  the  prior  trust  fund  report,  the 
October  outlook  is  characterized  by  more  rapid  wage 
and  salary  growth  in  the  early  years.  Labor  force 
growth  is  more  rapid  throughout  the  entire  forecast 
than  was  estimated  in  the  August  1994  report.  The 
projected  unemployment  rate  is  characterized  by  a 
decline  that  stabilizes  at  5.5%  for  the  last  two  years 
of  the  forecast.  This  leads  to  an  insured 
unemployment  rate  which  remains  between  2.9%  and 
3.0  %  for  the  life  of  the  forecast. 


1994  OUTLOOK 


The  Massachusetts  Benefit  Financing  Simulation 
forecasts  the  private  fund  to  receive  $1,057  million 
in  contributions  and  pay  out  $812  million  in  benefits 
during  calendar  year  1994.  This  results  in  an  end  of 
year'   balance    of    $90    million    in    the  private 


contributory  account,  reflecting  lower  then  expected 
benefit  payments  for  the  third  and  fourth  quarter. 

In  the  first  quarter  of  1994,  average  duration  of 
unemployment  was  16.5  weeks,  down  from  the 
1993  first  quarter  level  of  19.1  weeks.  Initial  claims 
for  1994  are  tracking  at  or  below  last  year's  level. 

This  outlook  is  based  on  actual  claims  and  payment 
data  through  June  of  1994.  Preliminary  total  and 
contributory  wage  data  is  used  for  the  first  quarter 
of  1994.  Employment  and  wage  data  for  1994  and 
later  years  continue  to  be  estimated  by  the 
simulation.  DET  continues  to  monitor  actual 
income  and  outflow  data,  as  well  as  data  on  the 
volume  of  contributions  deferred. 

On  September  30,  1994,  DET  paid  $4.7  million  in 
interest  due  on  advances  from  the  federal  loan 
interest  fund.  This  was  the  final  payment  of  interest 
on  the  monies  borrowed  through  federal  Title  XII 
advances.  The  model  does  not  indicate  any  further 
cash  shortfalls  in  1994. 


1995  OUTLOOK 


At  the  beginning  of  1995,  according  to  the  model, 
the  private  contributory  fund  will  have  $90  million 
in  reserves.  Current  law  requires  that  rates  be  set 
on  schedule  "F"  in  1995,  which  would  generate 
$1,277  million  in  contributions  to  the  private 
account  in  calendar  vear  1995,  a  21  percent  increase 
over  1994.  Benefit  pavments  from  the  private  fund 
are  now  estimated  to  be  $839  million,  $72  milhon 
lower  than  was  estimated  in  the  August  report.  The 
model  also  projects  $28  million  more  in  emplover 
contributions  under  schedule  "F".  These  lower 
benefit  outlavs,  combined  with  the  higher 
contributions  for  the  vear,  would  leave  the  private 
account  with  a  balance  of  $551  million  at  the  end  of 
1995. 


Prepared  by  DET  Research 


Page  2 


QUARTERLY  TRUST  FUND  REPORT 


OCTOBER  1994 


1996-1998  OUTLOOK 


The  Benefit  Financing  Simulation  projects  steadily 
growing  reserves  in  the  fund,  as  1996  income  under 
rate  schedule  "F"  exceeds  benefit  outlays.  As  the 
balance  approaches  $1  billion  by  the  end  of  1996, 
schedule  "E"  is  triggered  in  1997.  The  schedule  then 
drops  to  schedule  "D"  in  1998.  The  private 
contributory  fund  is  estimated  to  end  calendar  year 
1998  at  $1 ,434  million  under  these  conditions.  This 
balance  reflects  the  most  solvent  trust  fund  since 
1988,  when  trust  fund  reserves  equalled  1 .82  percent 
of  total  payrolls  (see  page  6).  The  effect  of  this 
scenario  is  portrayed  in  tables  1  and  2. 


STATUTORY  REQUIREMENTS 


Section  54  of  Chapter  118  of  the  Acts  of  1992 
requires  DET  to  notify  the  legislature  if  contributions 
for  any  calendar  year  are  expected  to  exceed  1.75% 
of  total  wages.  Based  on  estimates  produced  by  the 
Benefit  Financing  Simulation,  contributions  under 
schedule  "F"  are  expected  to  equal  1 .73%  of  payrolls 
in  1995. 


RECOMMENDATION 


Section  54  of  Chapter  118  of  the  Acts  of  1992 
requires  the  commissioner  to  annually  recommend  a 
schedule  providing  for  a  reasonable  trust  fund 
balance.  Therefore,  DET  recommends  the  enactment 
of  House  4803  filed  by  the  Governor  on  April  15, 


1994.  The  bill  would  require  DET  to  set  employer 
contribution  rates  on  schedule  "D"  again  for  1995. 
Enactment  would  result  in  $177  million  less  in 
employer  contributions  in  1995  than  would  be  likely 
if  schedule  "F"  is  mandated.  The  December  31, 
1995  balance  would  be  $184  million  less.  The  long- 
range  impact  of  setting  rates  under  schedule  "D"  in 
1995  is  displayed  in  tables  1A  and  2A. 
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Table  1 


Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  Millions) 


1993 

1994 

1995 

1996 

1997 

1998 

Balance,  Jan  1 

($403) 

($157) 

$90 

$551 

$966 

$1,269 

Net  Income 

$994 

$1,057 

$1,277 

$1,240 

$1,112 

$982 

Trust  Fund  Interest 

$2 

$23 

$62 

$95 

$117 

Net  Benefits 

$748 

$812 

$839 

$887 

$904 

$934 

Balance,  Dec  31 

($157) 

$90 

$551 

$966 

$1,269 

$1,434 

Surcharge  Collections 

$37 

$4 

N/A 

N/A 

N/A 

N/A 

Interest  Due  On  Federal 
Advances  (Due  9/30) 

$24.9* 

$4.7 

N/A 

N/A 

N/A 

N/A 

Schedule 

"D" 

"D" 

"F" 

"F" 

"E" 

"D" 

*Paid  September  30,1993 

Table  2 

Economic  Assumptions 
Economic  Assumptions  Based  on  WEFA  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Year 

Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(billions) 

Covered 

Employment 

(thousands) 

Effective 
Contri- 
bution 
Rate 

Contri- 
butory 
Wage 
Proportion 

Solvency 
Assess- 
ment 

Total 

Unemploy- 
ment 
Rate 

Insured 
Unemploy- 
ment 
Rate 

1993 

$63.7 

$23.0 

2,724 

4.3% 

36.1% 

1.70%* 

6.9% 

2.9% 

1994 

$67.3 

$23.4 

2,726 

4.5% 

34.8% 

1.24% 

6.0% 

2.9% 

1995 

$73.8 

.$24.9 

2,777 

5.2% 

33.7% 

1 .20% 

5.6% 

2.9% 

1996 

$78.5 

$25.5 

2,802 

4.8% 

32.5% 

0.92% 

5.6% 

3.0% 

1997 

$82.9 

$26.0 

2,812 

4.2% 

31.4% 

0.80% 

5.5% 

2.9% 

1998 

$87.5 

$26.5 

2,821 

3.7% 

30.3% 

0.68% 

5.5% 

3.0% 

*  DET  actual,  not  model  output. 
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Net  Effect  Of  Recommended  Schedule  "D"  For  1995 

Table  1A 


Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  Millions) 


1993 

1994 

1995 

1996 

1997 

1998 

Balance,  Jan  1 

($403) 

($157) 

$90 

$368 

$776 

$1,190 

Net  Income 

$994 

$1,057 

$1,100 

$1,251 

$1,236 

$1,003 

Trust  Fund  Interest 

$2 

$17 

$45 

$82 

$111 

Net  Benefits 

$748 

$812 

$839 

$887 

$904 

$934 

Balance,  Dec  31 

($157) 

$90 

$368 

$776 

$1,190 

$1,370 

Surcharge  Collections 

$37 

$4 

N/A 

N/A 

N/A 

N/A 

Interest  Due  On  Federal 
Advances  (Due  9/30) 

$24.9* 

$4.7 

N/A 

N/A 

N/A 

N/A 

Schedule 

"D" 

"D" 

"D" 

"F" 

"F" 

"D" 

*Paid  September  30,1993 

Table  2A 

Economic  Assumptions 
Economic  Assumptions  Based  on  WEFA  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Year 

Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(billions) 

Covered 

Employment 

(thousands) 

Effective 
Contri- 
bution 
Rate 

Contri- 
butory 
Wage 
Proportion 

Solvency 
Assess- 
ment 

Total 

Unemploy- 
ment 
Rate 

Insured 
Unemploy- 
ment 
Rate 

1993 

$63.7 

$23.0 

2,724 

4.3% 

36.1% 

1.70%* 

6.9% 

2.9% 

1994 

$67.3 

$23.4 

2,726 

4.5% 

34.8% 

1 .24% 

6.0% 

2.9% 

1995 

$73.8 

$24.9 

2,777 

4.4% 

33.7% 

1.21% 

5.6% 

2.9% 

1996 

$78.5 

$25.5 

2,802 

5.0% 

32.5% 

0.99% 

5.6% 

3.0% 

1997 

$82.9 

$26.0 

2,812 

4.7% 

31.4% 

0.86% 

5.5% 

2.9% 

1998 

$87.5 

$26.5 

2,821 

3.7% 

30.3% 

0.70% 

5.5% 

3.0:o 

*  DET  actual,  not  model  output. 
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QUARTERLY  TRUST  FUND  REPORT  OCTOBER  1994 


UNEMPLOYMENT  INSURANCE  TRUST  FUND  BALANCE 


Balance 


1.5 

1.4 

1.3 

1.2 

1.1 

0.9 

0.8 

o 

0.7 

"1 

0.6 

0.5 

0.4 

0.3 

0.2 

0.1 

-0.1 

-0.2 

-0.3 

-0.4 

-0.5 

1988  1990 
Current  Law 


1994  1996 
O         Schedule  'D* 


MASSACHUSETTS  TRUST  FUND  BALANCE 


1.8 

1.6 
1.4 

1.2 

0.8 
0.6 
0.4 

0.2 

-0.2 
-0.4 
-0.6 
-0.8 


Balance  as  a  %  of  Total  Wages 


Current  Law 
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QUARTERLY  TRUST  FUND  REPORT 


OCTOBER  1994 


THE  SOLVENCY  OF  STATE  TRUST  FUNDS 

1993  TRUST  FUND  BALANCE 
BALANCE  AS  A  PERCENT 

IN  THOUSANDS  OF  TOTAL  WAGES 


PUERTO  RICO 

$730,873 

8.35% 

VIRGIN  ISLANDS 

$51,575 

6.66% 

OREGON 

$1,096,695 

4.63% 

VERMONT 

$183,025 

4.38% 

ALASKA 

$227,911 

4.32% 

WYOMING 

$127,332 

4.08% 

WASHINGTON 

$1,743,146 

4.05% 

IDAHO 

$247,823 

3.49% 

IOWA 

$655,066 

3.20% 

DELAWARE 

$225,943 

3.05% 

KANSAS 

$658,053 

3.03% 

HAWAII 

$310,155 

3.01% 

NEW  MEXICO 

$271,194 

2.90% 

WISCONSIN 

$1,241,918 

2.87% 

UTAH 

$366,524 

2.82% 

MISSISSIPPI 

$410,259 

2.72% 

NORTH  CAROLINA 

$1,514,674 

2.60% 

NEVADA 

$238,398 

2.55% 

LOUISIANA 

$689,382 

2.47% 

NEW  JERSEY 

$1,965,236 

2.23% 

OKLAHOMA 

$437,800 

2.13% 

INDIANA 

$1,024,658 

2.06% 

ALABAMA 

$570,118 

1.94% 

MONTANA 

$104,415 

1.91% 

GEORGIA 

$1,094,999 

1.79% 

SOUTH  CAROLINA 

$467,494 

1 .77% 

NEW  HAMPSHIRE 

$164,455 

1.70% 

NORTH  DAKOTA 

$56,267 

1.59% 

TENNESSEE 

$672,261 

1.58% 

KENTUCKY 

$402,311 

1.57% 

RHODE  ISLAND 

$119,294 

1.56% 

WEST  VIRGINIA 

$154,512 

1 .49% 

NEBRASKA 

$171,938 

1 .49% 

FLORIDA 

$1,505,570 

1 .45% 

ARIZONA 

$368,782 

1.26% 

SOUTH  DAKOTA 

$49,773 

1.23% 

COLORADO 

$390,435 

1.15% 

PENNSYLVANIA 

$1,105,425 

1.12% 

VIRGINIA 

$553,441 

1.01% 

ARKANSAS 

$134,432 

0.87% 

OHIO 

$845,054 

0.87% 

CALIFORNIA 

$2,450,402 

0.86% 

ILLINOIS 

$851,918 

0.72% 

MAINE 

$51,403 

0.62% 

MINNESOTA 

$257,584 

0.59% 

MARYLAND 

$219,071 

0.54% 

MICHIGAN 

$364,530 

0.42% 

TEXAS 

$445,633 

0.30% 

MISSOURI 

$62,251 

0.14% 

NEW  YORK 

$129,409 

0.07% 

DIST.  OF  COLUM. 

$5,937 

0.05% 

CONNECTICUT 

$1,062 

0.00% 

MASSACHUSETTS 

$0 

0.00% 

SOURCE::  U.S.  DEPARTMENT  OF  LABOR.  EMPLOYMENT  AND  TRAINING  ADMIN.  DIVISION  OF  ACTUARIAL  SERVICE 
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Trust  Fund  Balance 


 4 
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U.I.  DATABANK 

Distribution  of  Employment  by 
Establishment  Size  Class:  March  1994 


Establishment  Size 


#  of 


#  of  Employees  Employees 


0  -  9 
10  -49 
50  -  249 
250+ 
TOTAL 


351,335 
643,091 
809,897 
977,288 
2,781,611 


Percent  of 
Total 
12.63% 
22.12% 
29.12% 
35.13% 

100.00% 


Source:  ES-202  program 


ository  Copy 


THE  UNEMPLOYMENT 
INSURANCE  TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


For  the  first  time  since  September  of  1991,  the 
Massachusetts  Unemployment  Insurance  Trust  Fund 
achieved  solvency.  At  the  end  of  calendar  year 
1994,  the  Massachusetts  Unemployment  Insurance 
Trust  Fund  had  a  positive  balance  of  $160  million, 
with  the  private  contributory  account  ending  the 
year  with  a  balance  of  $122  million,  and  the 
governmental  contributory  account  at  $37  million. 


1994  IN  REVIEW 


The  Massachusetts  economv  continued  to  improve 
through  1994,  with  the  unemplovment  rate 
averaging  6.0  percent,  the  lowest  since  the  beginning 
of  the  most  recent  recession.  This  decline  in  the 
unemplovment  rate  held  benefit  payments  from  the 
private  contributory  account  to  $777  million  during 
calendar  year  1994.  Private  employer  contributions 
of  $1,055  million,  $278  million  more  than  benefit 
payments,  returned  the  private  contributory  account 
to  solvency  in  1994. 
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ASSUMPTIONS  USED  IN  1995  TO  1999 
FORECASTS 


For  this  forecast,  the  Massachusetts  Benefit  Financing 
Simulation  has  utilized  the  long-term  forecast 
produced  by  the  Wharton  Econometric  Forecasting 
Associates  (WEFA)  in  September  1994  and  modified 
by  the  Massachusetts  Department  of  Revenue. 

The  assumptions  from  the  WEFA  forecast  are 
arrayed  below  and  compared  to  the  October  1994 
trust  fund  report  assumptions. 


Wage  &  Salary 

Labor 

Growth  (%) 

Force  (000) 

10/94  1/95 

10/94 

1/95 

1995 

6.5 

5.3 

3,218.0 

3,178.2 

1996 

5.6 

5.1 

3,249.4 

3,193.3 

1997 

5.6 

5.3 

3,260.3 

3,201.6 

1998 

5.5 

5.5 

3,271.3 

3,210.0 

1999 

N.A. 

5.6 

N.A. 

3,216.9 

Total 

Insured 

Unemployment 

Unemployment 

Rate  (%) 

•    Rate  (%) 

10/94 

1/95 

10/94 

1/95 

199S 

5.6 

5.8 

2.9. 

3.0 

1996 

5.6 

5.9 

3.0 

3.1 

1997 

5.5 

6.0 

2.9 

3.1 

1998 

5.5 

5.9 

3.0 

3.1 

1999 

N.A. 

5.8 

N.A. 

3.0 

Compared  to  the 

October 

trust  fund 

report  t 

current  outlook  is  characterized  by  slower  wage  and 
salary  growth  through  1997  and  by  slower  labor 
force  growth  during  the  forecast  period.  More 
significantly,  the  unemployment  rate  climbs  slightly 
to  a  peak  of  6.0  percent  in  1997  before  declining  to 
5.8  percent  in  1999,  as  opposed  to  declining  over 
the   duration   of  the   forecast   as   the  October 


assumptions  did.  This  results  in  an  insured 
unemployment  rate  that  stabilizes  at  3.1  percent  for 
the  years  1996,  1997,  and  1998,  and  then  declines 
to  3.0  percent  in  1999. 

Table  1  (page  3)  contains  data  concerning  the  annual 
activity  in  the  private  contributory  account.  Table 
2  details  the  economic  assumptions  used  by  the 
Massachusetts  Benefit  Financing  Simulation. 


1995  OUTLOOK 


Enactment  of  Chapter  260  of  the  Acts  of  1994, 
(which  established  employer  contributions  based  on 
schedule  "D"  for  calendar  year  1995),  will  result  in 
an  estimated  $  1 . 1  billion  in  contributions.  Benefit 
payouts,  estimated  to  be  $882  million  during 
calendar  year  1995,  are  $43  million  higher  than  the 
October  forecast.  The  private  contributory  account 
is  forecast  to  have  an  estimated  $362  million  balance 
at  the  end  of  1995. 


1996  -  1999  FORECAST 


The  change  in  the  economic  assumptions,  specificallv 
the  increase  in  the  unemployment  rates,  results  in 
higher  benefit  payments  over  the  forecast  period. 
The  levels  of  employer  contributions  during  the 
period  are  similar  to  those  in  the  October  1994 
trust  fund  report.  Schedule  "F"  is  required  in  1996 
by  Chapter  118  of  the  Acts  of  1992.  The  emplover 
contribution  rate  schedule  will  remain  on  "F"  in 
1997,  before  dropping  to  "D"  in  1998  and  to  "C" 
for  1999.  The  private  contributory  account  balance 
is  estimated  to  be  $1.4  billion  at  the  end  of  1999. 
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Table  1 


Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  Millions) 


1994 

1995 

1996 

1997 

•  1998 

1999 

Balance,  Jan  1 

($157) 

$122 

$362 

$771 

$1,171 

$1,361 

Net  Income 

$1,055 

$1,105 

$1,273 

$1,248 

$1,019 

$894 

Trust  Fund  Interest 

$2 

$17 

$46 

$83 

$112 

$124 

Net  Benefits 

$777 

$882 

$910 

$931 

$941 

$952 

Balance,  Dec  31 

$122 

$362 

$771 

$1,171 

$1,361 

$1,427 

Schedule 

"D" 

"D" 

iipn 

np-ii 

"D" 

"C" 

Figures  may  not  add  due  to  rounding 


Table  2 


Economic  Assumptions 
Economic  Assumptions  Based  on  WEFA  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Year 

Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(billions) 

Covered 

Employment 

(thousands) 

Effective 
Contri- 
bution 
Rate 

(%) 

Contri- 
butory 

Wage 
Proportion 

(%) 

Solvency 
Assess- 
ment 

(%) 

Total 

Unemploy- 
ment 
Rate 

(%) 

Insured 
Unemploy- 
ment 
Rate 

(%) 

1994 

$66.3 

$23.6 

2,759 

4.5 

35.6 

1.60* 

6.0 

3.0 

1995 

$70.6 

$24.3 

2,738 

4.5 

34.4 

1.35 

5.8 

3.0 

1996 

$74.3 

$24.7 

2,750 

5.2 

33.2 

1.13 

5.9 

3.1 

1997 

$78.3 

$25.1 

2,757 

4.9 

32.1 

0.95 

6.0 

3.1 

1998 

$82.6 

$25.6 

2,765 

3.9 

31.0 

0.78 

5.9 

3.1 

1999 

$87.2 

$26.1 

2,772 

3.4 

29.9  I 

0.70 

5.8 

3.0 

DET  estimate,  not  model  output. 
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UNEMPLOYMENT  INSURANCE  TRUST  FUND  BALANCE 

Private  Account  Only 


D  Actual 


Forecast 


PRIVATE  ACCOUNT  BALANCE  AS  A  %  OF  TOTAL  WAGES 


DC 


1.4 
1.2  - 

1  — 
08  — 
0.6 
0.4  -> 
0.2  - 

0 

-02 
-0  4 


1 

i 


-06 
-08 


1984 


1990  1992 
YEAR 


ACTUAL  DATA 


•994 


FORECAST 


■996 
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RANK  OF  STATES 
Average  Weekly  Benefit  Amount  for 
Total  Unemployment  CY94 


ISTATE 

1 .  Hawaii 

2.  New  jersey 

3.  Massachusetts 

4.  Connecticut 

5.  Minnesota 


AWBA 

5258.72 

$245.61 

$237.00 

$222.00 

$217.44 


Source:  1995  Nevada  Significant  Unemployment 
Insurance  Data. 


THE  UNEMPLOYMENT 
INSURANCE  TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


At  the  end  of  Februarv  1995,  the  Massachusetts 
Unemployment  Insurance  Trust  Fund  balance  was 
$124  million,  with  the  private  contributory  account 
having  a  balance  of  $85  million,  and  the 
governmental  contributory  account  holding  a  $39 
million  balance. 


ASSUMPTIONS  USED  IN  THIS 
FORECAST 


For  this  benefit  financing  simulation,  DET  has 
utilized  the  short-term  economic  assumptions 
produced  by  the  Wharton  Econometric  Forecasting 
Associates  (WEFA)  in  December  1994  and  modified 
by  the  Massachusetts  Department  of  Revenue. 
These  assumptions  run  through  1997.  For  the 
remaining  years  the  September  1994  long-term 
WEFA  forecast  was  used. 

The  assumptions  from  the  WEFA  forecast  are 
arraved  below  and  compared  to  the  economic 
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assumptions  used  in  the  January  1995  trust  fund 
report. 


Wage  &  Sal 

ary 

Labor 

Growth  (%)  ■ 

Force  (000) 

1/95 

4/95 

1/95 

4/95 

1995  5.3 

4.7 

3,178.2 

3,232.3 

1996  5.1 

5.1 

3,193.3 

3,271.3 

1997  5.3 

5.2 

3,201.6 

3,310.8 

1998  5.5 

5.3 

3,210.0 

3,331.7 

1999  5.6 

5.6 

3,216.9 

3,338.9 

Total 

Insured 

Unemployment 

Unemployment 

Rate  (%) 

Rate  (%) 

1/95 

4/95 

1/95 

4/95 

1995  5.8 

5.7 

3.0 

3.0 

1996  5.9 

5.7 

3.1 

3.0 

1997  6.0 

5.7 

3.1 

3.0 

1998  5.9 

5.7 

3.1 

3.0 

1999  5.8 

5.6 

3.0 

3.0 

Compared  to  the  January  trust  fund  report,  the 
current  outlook  is  characterized  by  slower  wage  and 
salary  growth  through  1998.  The  unemployment  rate 
remains  constant  at  5.7  percent  through  1998, 
before  declining  to  5.6  percent  in  1999.  This 
represents  a  change  from  the  January  forecast  where 
the  unemployment  rate  increased  to  a  peak  of  6.0 
percent  in  1997  before  dropping  to  5.8  percent  in 
1999.  The  resulting  insured  unemployment  rate 
remains  stable  at  3.0  percent  for  the  duration  of  the 
forecast.  The  labor  force  is  forecast  to  grow 
moderately  through  the  entire  duration  of  this 
outlook. 


1995  OUTLOOK 


The  enactment  of  Chapter  260  of  the  Acts  of  1994, 
which  established  employer  contributions  based  on 
schedule  "D"  for  1995,  will  result  in  an  estimated 
$1,052  billion  in  contributions.  The  $53  million 
reduction  in  estimated  contributions  from  last 
quarter's  report  is  due  to  a  decline  in  the  average 
contribution  per  employee  from  $492  in  1994  to 
$480  in  1995.  The  average  contribution  rate 
dropped  from  4.5%  to  4.3%  reflecting  the  reduction 
in  benefit  payments  during  1994. 

Benefit  pavments,  estimated  to  be  $860  million 
during  calendar  year  1995,  are  $22  million  lower 
than  forecast  in  January.  This  lower  estimate  for 
benefit  payments  is,  however,  in  line  with  DET's 
payments  for  the  first  quarter  of  1995.  It  should  be 
kept  in  mind  that  the  model  cannot  predict  the  cost 
impact  of  the  changes  in  the  base  period  required  bv 
Chapter  260  of  the  Acts  of  1994.  New  claims 
effective  April  2,  1995  will  be  based  on  more 
current  wages  and  may  result  in  different  average 
weekly  benefit  amounts  than  currently  anticipated  bv 
the  model. 

At  the  end  of  calendar  vear  1995,  the  private 
contributory  account  is  forecast  to  have  a  $331 
million  balance. 


Table  1  contains  data  concerning  the  annual  activity 
in  the  Private  Contributory  Account.  Table  2  details 
the  economic  assumptions  used  in  this  Massachusetts 
Benefit  Financing  Simulation. 
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1996  -  1999  FORECAST 


The  stable  unemployment  rates,  combined  with  the 
growth  in  wages  and  labor  force,  result  in  gradually 
higher  annual  benefit  outlays  over  the  forecast 
period,  reaching  Si  billion  in  1999.  This  would  be 
the  third  time  in  the  fund's  history  that  outlays 

J  J 

exceed  $1  billion  (outlays  for  1990  were  Si  billion 
and  1991  $1.2  billion).  On  the  income  side,  higher 
contribution  rates  set  under  Schedule  "F"  are 
required  in  1996  bv  Chapter  1 1 8  of  the  Acts  of 
1992.  Since  reserves  are  estimated  to  be  less  than 
1.1%  of  payrolls  in  Massachusetts,  the  simulation 
projects  Schedule  "F"  again  in  1997,  before  dropping 

to  "D"  in  1998  and  1999.   For  each  of  the  vears  of 

j 

the  forecast,  it  is  estimated  that  employer 
contributions  will  exceed  $1  billion.  If  contribution 
rates  are  set  on  these  schedules  over  the  next  four 
vears,  the  private  contributory  account  balance  is 
estimated  to  be  Si. 3  billion  at  the  end  of  1999. 
This  would  produce  a  reserve  equal  to  1 .49%  of 
private  contributory  payrolls,  similar  to  the  status  of 
the  fund  in  1989,  but  below  the  levels  in  the  1984 
through  1988  period,  when  reserves  exceeded 
1.8%. 
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Table  1 

Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  S  Millions) 


1994 

1995 

1996 

1997 

1998 

199S 

Balance,  Jan  1 

($157) 

$122 

$331 

$703 

$1,076 

$1,218 

Net  Income 

$1,055 

$1,052 

$1,238 

$1,245 

$1,033 

$1,018 

Trust  Fund  Interest 

$1 

$17 

$43 

$77 

$103 

$114 

Net  Benefits 

$777 

$860 

$909 

$949 

$994 

$1,017 

Balance,  Dec  31 

$122 

$331 

$703 

$1,076 

$1,218 

$1,333 

Schedule 

"D" 

"D" 

"D" 

"D" 

Figures  may  not  add  due  to  rounding 

Table  2 

Economic  Assumptions 
Economic  Assumptions  Based  on  WEFA  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Year 

Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(billions) 

Covered 

Employment 

(thousands) 

Effective 
Contri- 
bution 
Rate 

(%) 

Contri- 
butory 

Wage 
Proportion 

(%) 

Solvency 
Assess- 
ment 

(%) 

Total 

Unemploy- 
ment 
Rate 

(%) 

Insured 
Unemploy- 
ment 
Rate 

(%) 

1994 

$667 

$23.7 

2,762 

4.5 

35.5 

1.53* 

6.0* 

3.0 

1995 

$71.4 

$24.6 

2,811 

4.3 

34.5 

1.31 

5.7 

3.0 

1996 

$75.7 

$25.1 

2,843 

5.0 

33.2 

,1.12 

5.7 

3.0 

1997 

$80.3 

$25.7 

2,877 

4.8 

32.0 

0.97 

5.7 

3.0 

1998 

$84.8 

$26.2 

2,894 

3.9 

30.9 

0.84 

5.7 

3.0 

1999 

$89.6 

$26.6 

2,902 

3.8 

29.7 

0.79 

5.6 

3.0 

*  Actual  Data 

Figures  may  not  add  due  to  rounding 
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Trust  Fund  Balance  as  a  %  of  Total  Wages 


Average  Duration  CY  95  01 
U.S.  15.5  weeks 

Massachusetts  17.1  weeks 


Exhaustion  Rate  CY  95  01 
U.S.  35.3% 
Massachusetts  39.2% 


Source:  U.S.  D.O.L.  U.I.  Data  Summary 
1st  Quarter  CY95 


THE  UNEMPLOYMENT 
INSURANCE  TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


At  the  end  of  June  1995,  the  Massachusetts 
Unemployment  Insurance  Trust  Fund  balance  was 
$373  million,  with  the  private  contributory  account 
having  a  balance  of  $332  million  and  the 
governmental  contributory  account  holding  a  $41 
million  balance. 


ASSUMPTIONS  USED  IN  THIS 
FORECAST 


For  this  benefit  financing  simulation,  DET  has 
utilized  tin-  long-term  forecast  produced  bv  the 
Wharton  Econometric  Forecasting  Associates 
(WEFA)  in  March  1995  and  modified  in  July  1995 
by  the  Massachusetts  Department  of  Revenue.  This 
forecast  runs  through  the  duration  ol  the  reporting 
period,  calendar  year  1999. 

The  assumptions  from  the  WEFA  torecast  are 
arrayed  below  and  compared  to  the  assumptions 
used  to  produce  the  April  1995  trust  fund  report. 
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Wage  &  Salary 

Labor 

Growth  (%) 

Force  (000) 

4/95 

8/95 

4/95 

8/95 

199S 

4.7 

4.8 

3,232.3 

3,201.2 

1996 

5.1 

5.0 

3,271.3 

3,237.0 

1997 

5.2 

4.9 

3,310.8 

3,269.0 

1998 

5.3 

5.2 

3,331.7 

3,298.2 

1999 

5.6 

5.8 

3,338.9 

3,314.5 

Total 

Insured 

Unemployment 

Unemployment 

Rate 

(%) 

Rate  (%) 

4/95 

8/95 

4/95 

8/95 

1995 

5.7 

5.6 

3.0 

2.9 

1996 

5.7 

6.0 

3.0 

3.2 

1997 

5.7 

6.2 

3.0 

3.2 

1998 

5.7 

6.2 

3.0 

3.2 

1999 

5.6 

5.9 

3.0 

3.0 

Compared  to  the  April  forecast,  this  economic 
scenario  predicts  slower  economic  growth  trom 
1996  through  1999  as  indicated  by  higher  rates  of 
unemployment,  slower  wage  and  salary  growth  and 
lower  labor  force  levels. 

Table  1  contains  data  concerning  the  annual  activity 
in  the  Private  Contributory  Account.  Table  2  details 
the  economic  assumptions  used  in  this  Massachusetts 
Benefit  Financing  Simulation. 


1995  OUTLOOK 


It  is  now  estimated  that  1995  contributions  will 
amount  to  $1,048  billion,  a  decrease  of  $4  million 
from  the  April  forecast.  Contributions  are  based  on 
the  employer  contribution  rates  set  on  schedule  "D" 
(as  a  result  of  Chapter  260  of  the  Acts  of  1994). 
The  result  is  an  average  contribution  rate  of  4.3%, 
below  the  1994  average  rate  of  4.5%. 

Benefit  payments,  now  estimated  to  be  $81 1  million 
during  calendar  year  1995,  are  $49  million  lower 
than  was  forecast  in  April.  This  estimate  reflects 
actual  benefit  payment  data  for  the  first  and  second 
quarter  of  1995,  which  ran  1  1%  below  the  forecast. 
However,  the  model  cannot  predict  the  1995  cost 
impact  of  the  changes  in  the  base  period  required  by 
Chapter  260  of  the  Acts  of  1994.  Effective  April  2, 
1995,  new  benefit  claims  are  based  on  more  current 
wages.  The  model  is  not  structured  to  anticipate 
this  change. 


At  the  end  of 


calendar  year  1995,  the  private 
contributory  account  is  forecast  to  have  an  estimated 
$375  million  balance. 


Comment:  The  estimates  developed  by  the  model 
lor  continued  weeks  claimed  used  in  this  forecast  are 
higher  than  DET's  current  levels.  Based  on  actual 
claims  and  benefit  payments  for  the  first  seven 
months  of  the  year,  benefit  outlays  during  1995 
may  be  $70  to  $80  million  less  than  forecast  by  the 
model.  II  this  lower  level  of  benefit  payments 
continues,  decreased  benefit  payments  would 
generate  a  private  contributory  account  balance  of 
approximately  $450  million  by  the  end  of  the  year. 
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1996  -  1999  FORECAST 


RECOMMENDATION 


The  impact  of  the  expected  increase  in 
unemployment,  combined  with  wage  and  salary 
growth,  results  in  estimated  benefit  payments  of 
$955  million  for  1996.  Over  the  remainder  of  the 
forecast  period  benefit  payments  continue  to 
increase,  reaching  the  $1  billion  level  for  1998  and 
1999.  Contributions,  based  on  schedule  "F"  as 
required  in  1996  by  Chapter  118  of  the  Acts  of 
1992,  would  increase  to  $1,214  billion  in  1996. 
The  simulation  projects  the  employer  contribution 
rate  schedule  will  remain  on  "F"  in  1997,  before 
dropping  to  "E"  in  1998  and  "D"  in  1999  as  the 
balance  of  the  fund  continues  to  build.  For  each  of 
the  years  of  the  forecast  it  is  estimated  that 
employer  contributions  will  exceed  $1  billion.  The 
private  contributory  account  balance  is  estimated  to 
be  $1,254  billion  at  the  end  of  1999,  if  the  rate 
schedules  set  by  statute  in  1992  are  utilized. 


DET  recommends  the  law  be  amended  this  fall  to 
require  contribution  rate  schedule  "D"  for  1996. 
The  model  predicts  contributions  of  $1,038  billion 
for  1996  using  schedule  "D"  and  a  year-end  trust 
fund  account  balance  of  $493  million  (see  tables  1A 
and  2A).  Remaining  on  schedule  "D"  in  1996 
avoids  a  $176  million  increase  in  employer 
contributions,  while  approaching  a  $500  million  trust 
lund  balance  In  the  end  ol  the  year.  The  average 
contribution  rate  would  fall  to  4.2%,  the  lowest 
average  rati'  sun  t-  1 992 . 
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Table  1 

Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  Millions) 


1994 

1995 

1996 

1997 

1998 

1999 

Balance,  Jan  1 

($157) 

$122 

$375 

$676 

$967 

$1,148 

Net  Income 

$1,055 

$1,048 

$1,214 

$1,215 

$1,113 

$1,015 

Trust  Fund  Interest 

$1 

$16 

$41 

$68 

$91 

$105 

Net  Benefits 

$777 

$811 

$955 

$992 

$1,023 

$1,013 

Balance,  Dec  31 

$122 

$375 

$676 

$967 

$1,148 

$1,254 

Schedule 

"D" 

"D" 

"F" 

-D" 

Figures  may  not  add  due  to  rounding 


Table  2 

Economic  Assumptions 
Economic  Assumptions  Based  on  VVEFA  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Year 

Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(billions) 

Covered 

Employment 

(thousands) 

Effective 
Contri- 
bution 
Rate 

(%) 

Contri- 
butory 

Wage 
Proportion 

(%) 

Solvency 
Assess- 
ment 

(%) 

Total 

Unemploy- 
ment 
Rate 

(%) 

Insured 
Unemploy- 
ment 
Rate 

(%) 

1994 

$67.0 

$23.8 

2,788 

4.5 

35.5 

1.53* 

6.0* 

3.0 

1995 

$70.8 

$24.2 

2,796 

4.3 

34.2 

1.26 

5.6 

2.9 

1996 

$74.2 

$24.7 

2,807 

5.0 

33.3 

1.18 

6.0 

3.2 

1997 

$78.4 

$25.2 

2,835 

4.8 

32.1 

1.05 

6.2 

3.2 

1998 

$83.0 

$25.7 

2,861 

4.3 

31.0 

0.96 

6.2 

3.2 

1999 

$88.2 

$26.3 

2,880 

3.8 

29.8 

0.85 

5.9 

3.0 

'Actual  Data 
Figures  may  not  add  due  to  rounding 
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Net  Effect  of  Recommended  Schedule  "D"  For  1996 

Table  1A 


Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  Millions) 


1994 

1995 

1996 

1997 

1998 

1999 

Balance,  Jan  1 

($157) 

$122 

$375 

$493 

$780 

$1,068 

Net  Income 

$1,055 

$1,048 

$1,038 

$1,227 

$1,233 

$1,128 

Trust  Fund  Interest 

$1 

$16 

$35 

$51 

$78 

$101 

Net  Benefits 

$777 

$811 

$955 

$992 

$1,023 

$1,013 

Balance,  Dec  31 

$122 

$375 

$493 

$780 

$1,068 

$1,284 

Schedule 

"D" 

"D" 

"D" 

iipn 

"E" 

Figures  may  not  add  due  to  rounding 


Table  2A 

Economic  Assumptions 
Economic  Assumptions  Based  on  WEFA  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Year 

Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(billions) 

Covered 

Employment 

(thousands) 

Effective 
Contri- 
bution 
Rate 

(%) 

Contri- 
butory 

Wage 
Proportion 

(%) 

Solvency 
Assess- 
ment 

(%) 

Total 

Unemploy- 
ment 
Rate 

(%) 

Insured 
Unemploy- 
ment 
Rate 

(%) 

1994 

$67.0 

$23.8 

2,788 

4.5 

35.5 

1.53* 

6.0* 

3.0 

1995 

$70.8 

$24.2 

2,796 

4.3 

34.2 

1.26 

5.6 

2.9 

1996 

$74.2 

$24.7 

2,807 

4.2 

33.3 

1.19 

6.0 

3.2 

1997 

$78.4 

$25.2 

2,835 

5.0 

32.1 

1.11 

6.2 

3.2 

1998 

$83.0 

$25.7 

2,861 

4.8 

310 

1.02 

6.2 

3.2 

1999 

$88.2 

$26.3 

2,880 

4.3 

29.8 

0.88 

5.9 

3.0 

*  Actual  Data 

Figures  may  not  add  due  to  rounding 
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UNEMPLOYMENT  INSURANCE  TRUST  FUND  BALANCE 

Private  Account  Only 

$  in  millions 
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THE  UNEMPLOYMENT 
INSURANCE  TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


At  the  end  of  August  1995,  the  Massachusetts 
Unemployment  Insurance  Trust  Fund  balance  was 
$524  million,  with  the  private  contributorv  account 
having  a  balance  of  $480  million,  and  the 
governmental  contributory  account  holding  a  $44 
million  balance. 


ASSUMPTIONS  USED  IN  THIS 
FORECAST 


For  this  benefit  financing  simulation,  DET  has 
utilized  the  short-term  forecast  produced  bv  the 
Wharton  Econometric  Forecasting  Associates 
(WEFA)  in  June  1995,  which  runs  through  1997, 
combined  with  the  March  1995  long-term  forecast 
for  1998  and  1999.  Both  forecasts  have  been 
modified  bv  the  Massachusetts  Department  of 
Revenue. 

The  economic  assumptions  from  the  WEFA  forecast 
are  arrayed  on  the  next  page  and  compared  to  the 
August  1995  trust  fund  forecasting  assumptions. 
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Wage  &  Salary 

Labor 

Growth  (%) 

Force  (000) 

8/95  10/95 

8/95 

10/95 

1995 

4.8  5.7 

3,201.2 

3,179.0 

1996 

5.0  4.4 

3,237.0 

3,235.9 

1997 

4.9  4.4 

3,269.0 

3,273.9 

1998 

5.2  5.0 

3,298.2 

3,304.8 

1999 

5.8  5.8 

3,314.5 

3,321.1 

Total 

Insured 

Unemployment 

Unemployment 

Rate  (%) 

Rate  (%) 

8/95  10/95 

8/95 

10/95 

1995 

5.6  5.5 

2.9 

2.8 

1996 

6.0  5.5 

3.2 

3.0 

1997 

6.2  5.7 

3.2 

3.0 

1998 

6.2  5.8 

3.2 

3.1 

1999 

5.9  5.5 

3.0 

2.9 

For  the  remainder  of  calendar  year  1995,  the 
current  economic  scenario  calls  for  higher  wage  and 
salary  growth,  a  slightly  smaller  average  labor  force 
and  a  lower  unemployment  rate  than  was  forecast  in 
August.  Comparing  the  remaining  forecast  years  to 
the  August  forecast,  the  current  economic  scenario 
predicts  annual  average  labor  force  growth  roughlv 
equal  to  the  level  that  was  forecast  in  August, 
slower  wage  and  salary  growth  (except  for  1999), 
and  lower  overall  rates  of  total  unemployment. 
However,  the  total  unemployment  rate  still  rises  to 
5.8%  in  1998  before  declining  to  5.5%  in  1999. 

Table  1  contains  data  concerning  the  annual  activity 
in  the  private  contributory  account.  Table  2  details 
the  economic  assumptions  used  in  this  Massachusetts 
Benefit  Financing  Simulation. 


1995  OUTLOOK 


It  is  now  estimated  that  1995  contributions  will 
amount  to  $1,052  billion,  an  increase  of  only  $4 
million  over  the  August  simulation.  Contributions 
are  based  on  the  employer  contribution  rates  set  on 
schedule  "D"  (as  a  result  of  Chapter  260  of  the  Acts 
of  1994),  and  result  in  an  average  contribution  rate 
of  4.3%. 

Benefit  payments,  now  estimated  to  be  $793  million 
during  calendar  year  1995,  are  S 1 8  million  lower 
than  was  forecast  in  the  August  report.  The  model 
estimate  includes  actual  benefit  payment  data  for  the 
first  and  second  quarters  of  1 995 .  Continued  weeks 
claimed  and  benefit  payments  continue  to  be  below 
the  model  estimates.  Based  on  actual  data  through 
the  week  ending  September  30,  1995,  DET 
estimates  that  1995  benefit  payments  will  be  $30  to 
$40  million  less  than  the  model  estimate. 

At  the  end  of  calendar  year  1995,  the  private 
contributory  account  is  forecast  to  have  an  estimated 
$398  million  balance. 


1996  OUTLOOK 


Beginning  with  a  $398  million  balance,  the  private 
contributory  account  is  expected  to  continue  to 
grow  through  calendar  1996.  Current  law  requires 
rate  schedule  "F"  in  1996,  which  is  estimated  to 
create  $1,217  billion  in  revenue  during  1996.  With 
benefit  outlays  estimated  to  be  $889  in  1996,  this 
revenue  would  result  in  a  private  account  balance  of 
$771  million  at  the  end  of  calendar  1996. 
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1997  -  1999  OUTLOOK 


RECOMMENDATION 


Lower  unemployment  rates  combined  with  growth 
in  wages  and  the  labor  force,  results  in  an  improving 
trust  fund  balance  over  the  course  of  the  forecast 
period.  The  lower  unemployment  rates  in  this 
forecast  result  in  lower  benefit  payout  levels  than 
were  previously  forecast,  running  roughly  $38  -  $51 
million  lower  per  year  than  the  simulation  forecast 
in  the  August  report.  The  simulation  projects  the 
employer  contribution  rate  schedule  will  remain  on 
"F"  in  1997,  before  dropping  to  "D"  in  1998  and 
1999.  For  each  of  the  years  of  the  forecast  it  is 
estimated  that  employer  contributions  will  exceed  $  1 
billion.  The  private  contributory  account  balance  is 
estimated  to  be  approximately  $1.4  billion  at  the 
end  of  1999  if  rates  move  to  schedule  "F"  in  1996 
and  1997. 


STATUTORY  REQUIREMENTS 


Section  54  of  Chapter  118  of  the  Acts  of  1992 
requires  DET  to  notify  the  legislature  if 
contributions  for  any  calendar  vear  are  expected  to 
exceed  1.75%  of  total  wages.  Based  on  estimates 
produced  bv  the  Simulation,  contributions  under 
schedule  "F"  are  expected  to  equal  1.63%  in  1996 
and  1 .40%  if  contribution  rate  schedule  "D"  is 
utilized. 


In  the  August  report,  DET  recommended  the  law  be 
amended  this  Fall  to  require  contribution  rate 
schedule  "D"  for  1996.  In  light  of  this  latest 
forecast,  DET  again  makes  this  recommendation, 
unless  statutory  reductions  in  benefit  amounts, 
duration  or  eligibility  are  made.  Based  on  the 
revised  economic  assumptions,  applving  rate  schedule 
"D"  in  1996  would  result  in  total  employer 
contributions  of  $1,041  million.  This  level  of 
contributions,  combined  with  the  $889  million  in 
expected  benefit  payments,  would  leave  an  estimated 
year  end  balance  of  $589  million.  On  an  average 
cost  per  employee  basis,  remaining  on  schedule  "D" 
in  1996  would  lower  the  projected  annual  average 
cost  per  employee  from  $556  to  $476.  The  long- 
term  impact  of  moving  to  schedule  "D"  for  1996 
can  be  seen  in  Tables  1A  and  2 A.  If  annual  savings 
in  the  range  of  $80  -  $90  million  are  enacted  to  be 
effective  by  January  1,  1996,  the  reduction  in 
benefit  outflows  would  equal  the  revenue  loss  of  a 
reduction  in  rates  to  those  on  Schedule  "C".  If 
Schedule  "C"  were  used  the  average  cost  per 
employee  would  be  $435,  1.28%  of  total  payroll. 
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Table  1 

Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  Millions) 


1994 

1995 

1996 

1997 

1998 

1999 

Balance,  Jan  1 

($157) 

$122 

$398 

$771 

$1,125 

$1,252 

Net  Income 

$1,055 

$1,052 

$1,217 

$1,215 

$1,009 

$1,000 

Trust  Fund  Interest 

$1 

$17 

$46 

$79 

$103 

$115 

Net  Benefits 

$777 

$793 

$889 

$941 

$985 

$968 

Balance,  Dec  31 

$122 

$398 

$771 

$1,125 

$1,252 

$1,399 

Schedule 

"D" 

"D" 

ii  pii 

npii 

"D" 

-D" 

Figures  may  not  add  due  to  rounding 


Table  2 

Economic  Assumptions 
Economic  Assumptions  Based  on  WEFA  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Year 

Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(billions) 

Covered 

Employment 

(thousands) 

Effective 
Contri- 
bution 
Rate 

(%) 

Contri- 
butory 

Wage 
Proportion 

(%) 

Solvency 
Assess- 
ment 

(%) 

Total 

Unemploy- 
ment 
Rate 

(%) 

Insured 
Unemploy- 
ment 
Rate 

(%) 

1994 

$67.0 

$23.8 

2,788 

4.5 

35.5 

1.53 

6.0 

3.0 

1995 

$70.4 

$24.3 

2,789 

4.3 

34.5 

1.25 

5.5 

2.8 

1996 

$74.5 

$24.9 

2,813 

5.0 

33.4 

1.10 

5.5 

3.0 

1997 

$78.5 

$25.3 

2,844 

4.8 

32.2 

0.94 

5.7 

3.0 

1998 

$83.0 

$25.9 

2,871 

3.8 

31.2 

0.84 

5.8 

3.1 

1999 

$88.1 

$26.5 

2,889 

3.8 

30.1 

0.75 

5.5 

2.9 

'  1994  Actual  Data 
Figures  may  not  add  due  to  rounding 
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Net  Effect  of  Recommended  Schedule  "D"  For  1996 

Table  1A 


Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  S  Millions) 


1994 

1995 

1996 

1997 

1998 

1999 

Balance,  Jan  1 

($157) 

$122 

$398 

$589 

$936 

$1,171 

Net  Income 

$1,055 

$1,052 

$1,041 

$1,226 

$1,130 

$1,022 

Trust  Fund  Interest 

$1 

$17 

$40 

$62 

$90 

$109 

Net  Benefits 

$777 

$793 

$889 

$941 

$985 

$968 

Balance,  Dec  31 

$122 

$398 

$589 

$936 

$1,171 

$1,334 

Schedule 

"D" 

"D" 

"D" 

M  ET" 

ll  p~tt 

"D" 

Figures  may  not  add  due  to  rounding 


Table  2A 

Economic  Assumptions 
Economic  Assumptions  Based  on  WEFA  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Year 

Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(billions) 

Covered 

Employment 

(thousands) 

Effective 
Contri- 
bution 
Rate 

(%) 

Contri- 
butory 

Wage 
Proportion 

(%) 

Solvency 
Assess- 
ment 

(%) 

Total 

Unemploy- 
ment 
Rate 

(%) 

Insured 
Unemploy- 
ment 
Rate 

(%) 

1994 

S67.0 

$23.8 

2,788 

4.5 

35.5 

1.53 

6.0 

3.0 

1995 

$70.4 

$24.3 

2,789 

4.3 

34.2 

1.25 

5.5 

2.8 

1996 

S74.5 

$24.9 

2,813 

4.2 

33.4 

1.11 

5.5 

3.0 

1997 

S78.5 

$25.3 

2,844 

4.9 

32.2 

1.00 

5.7 

3.0 

1998 

$83.0 

$25.9 

2,871 

4.3 

31.2 

0.90 

5.8 

3.1 

1999 

$88.1 

$26.5 

2,889 

3.8 

30.1 

0.78 

5.5 

2.9 

*  1994  Actual  Data 

Figures  may  not  add  due  to  rounding 
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UNEMPLOYMENT  INSURANCE  TRUST  FUND  BALANCE 

Private  Account  Only 

$  in  millions 
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THE  SOLVENCY  OF  STATE  TRUST  FUNDS 

DECEMBER  31,  1994  TRUST  FUND  BALANCE 


As  A  Percent 


STATE 

Balance 

Of  Total  Wages 

PUERTO  RICO 

$663,983,714 

7.42% 

VIRGIN  ISLANDS 

$40,11  1,829 

6.55% 

VERMONT 

$192,071,532 

4.43% 

WYOMING 

$134,421,269 

4.08% 

OREGON 

$977,494,082 

3.79% 

ALASKA 

$206,918,041 

3 .74% 

WASHINGTON 

$1,S38,1S9,149 

3.39% 

IOWA 

$696,430,000 

3.18% 

KANSAS 

$723,138,000 

3.15% 

IDAHO 

$242,268,627 

3.10% 

DELAWARE 

$239,8S3,8S1 

3.09% 

NEW  MEXICO 

$31  1,888,180 

3.08% 

WISCONSIN 

$1,376,203,081 

2.98% 

MISSISSIPPI 

$482,691,990 

2.93% 

LOUISIANA 

$854,060,650 

2.87% 

UTAH 

$404,369,564 

2.81% 

NORTH  CAROLINA 

$1,528,854,406 

2.4  S% 

HAWAII 

$228,695,753 

2.22% 

OKLAHOMA 

$466,749,017 

2.17% 

NEW  JERSEY 

$1,913,822,835 

2.08% 

INDIANA 

$1,113,1 19,828 

2.07% 

NEW  HAMPSHIRE 

$208,007,435 

2.02% 

GEORGIA 

$1,259,637,583 

1.92% 

MONTANA 

$109,015,383 

1.92% 

SOUTH  CAROLINA 

$493,597,317 

1 .76% 

ALABAMA 

$542,293,232 

1  .74% 

NEVADA 

$265,196,034 

1.67% 

TENNESSEE 

$734,628,963 

1 .60% 

KENTUCKY 

$418,365,151 

1.52% 

NORTH  DAKOTA 

$57,644,057 

1.52% 

RHODE  ISLAND 

$117,408,879 

1 .49% 

NEBRASKA 

$185,149,979 

1 .48% 

PENNSYLVANIA 

$1,492,414,055 

1 .46% 

WEST  VIRGINIA 

$158,882,588 

1 .44% 

FLORIDA 

$1,593,684,394 

1 .44% 

ARIZONA 

$425,033,484 

1 .31% 

COLORADO 

$427,010,092 

1.19% 

SOUTH  DAKOTA 

$50,333,077 

1.14% 

VIRGINIA 

$647,307,801 

1.11% 

OHIO 

$1,146,848,38  1 

1.11% 

ARKANSAS 

$166,849,022 

1 .00% 

ILLINOIS 

$1,22S,638,678 

0.98% 

MARYLAND 

$400,844,048 

0.94% 

MICHIGAN 

$866,906,368 

0.90% 

MAINE 

$73,633,632 

0.86% 

MINNESOTA 

$363,498,070 

0.78% 

CALIFORNIA 

$2,053,903,043 

0.71% 

DISTRICT  OF  COLUMBIA 

$39,348,838 

0.34% 

TEXAS 

$471,143,750 

0.29% 

MISSOURI 

J  1 16,177, 196 

0.25% 

MASSACHUSETTS 

$  122,270,372 

0.18% 

NEW  YORK 

$189,895,624 

0.10% 

CONNECTICUT 

$3,839,105 

0.01% 

SOURCE:  U.S.  DEPARTMENT  OF  LABOR,  EMPLOYMENT  AND  TRAINING  ADMIN.,  DIVISION  OF  ACTUARIAL  SERVICES 
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THE  UNEMPLOYMENT 
INSURANCE  TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


At  the  end  of  December  1995,  the  Massachusetts 
Unemployment  Insurance  Trust  Fund  balance  was 
$514  million,  with  the  private  contributory  account 
having  a  balance  of  $469  million,  and  the 
governmental  contributory  account  holding  a  $45 
million  balance. 


1995  IN  REVIEW 


The  Massachusetts  economy  continued  to  improve 
through  1995,  with  the  monthly  average 
unemployment  rate  dropping  to  5.1%  in  November 
from  6.0%  in  January.  This  decline  in 
unemployment  resulted  in  benefit  payments  of  $729 
million  for  calendar  year  1995,  down  from  the  $777 
paid  to  claimants  in  1994.  This  level  of  payments 
during  1995,  combined  with  $1,060  million  in 
private  contributions,  left  a  private  contributory 
account  balance  of  $469  million.  This  is  the  most 
solvent,  as  measured  in  dollars  that  the  private 
contributory  account  has  been  since  the  end  ol 
calendar  year  1989. 
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ASSUMPTIONS  USED  IN  THIS 
FORECAST 


For  this  benefit  financing  simulation,  DET  has 
utilized  the  short-term  forecast  produced  by  DRI 
in  November  1995,  modified  by  the  Massachusetts 
Department  of  Revenue  to  reflect  actual  labor  force 
data  through  November  1995.  The  simulations  for 
the  October  1995  report  were  produced  based  on 
forecasts  produced  bv  WEFA  (Wharton  Econometric 
Forecasting  Associates).  DET  will  utilize  DRI 
forecasts  for  future  reports. 

The  assumptions  from  the  DRI  forecast  are  arrayed 
below  and  compared  to  the  October  1995  trust  fund 
assumptions. 


Wage  &  Salary  Labor 


Growth  (%) 

Force  (000) 

10/95 

1/96 

10/95 

1/96 

1996 

4.4 

5.1 

3,235.9 

3,185.6 

1997 

4.4 

4.3 

3,273.9 

3,221.2 

1998 

5.0 

4.4 

3,304.8 

3,251.4 

1999 

5.8 

4.2 

3,321.1 

3,281.9 

2000 

N/A 

4.5 

N/A 

3,311.8 

Total 

1 

nsured 

Unemployment 

Unem 

plovment 

Rate  (%) 

Rate  (%) 

10/95 

1  /96 

10/9 

5  1/96 

1996 

5.5 

5.2 

3.0 

2.8 

1997 

5.7 

5.2 

3.0 

2.9 

1998 

5.8 

5.2 

3.1 

2.9 

1999 

5.5 

5.3 

2.9 

2.9 

2000 

N/A 

5.2 

N/A 

2.9 

The  current  economic  scenario  calls  for  higher  wage 
and  salary  growth  in  calendar  year  1996  and  a 


January  1996 


smaller,  though  expanding,  average  labor  force  than 
was  predicted  in  the  October  report. 

The  unemployment  rate  is  forecast  to  be  5.2%  for 
the  years  1996  through  1998,  rising  to  5.3%  in 
1999  before  dropping  back  to  5.2%  in  2000.  These 
rates  are  lower  than  the  rates  used  in  the  October 

■ 

1 995  report. 

Table  l  contains  data  concerning  the  annual  activity 
in  the  private  contributory  account.  Table  2  details 
the  economic  assumptions  used  in  the  Massachusetts 
Benefit  Financing  Simulation.  As  schedule  "D"  has 
been  mandated  by  the  legislature  since  1993,  Tables 
lA  and  2 A  show  the  impact  of  remaining  on 
schedule  "D"  through  the  year  1999  before  fund 
reserves  would  be  sufficient  to  automatically  trigger 
rate  schedule  "C"  for  the  year  2000. 


1996  OUTLOOK 


Enactment  of  Chapter  224  of  the  Acts  of  1995 
(which  establishes  employer  contributions  based  on 
schedule  "D"  for  calendar  year  1996)  will  result  in 
an  estimated  $1,044  billion  in  contributions,  S 1 6 
million  less  than  was  received  in  1995,  as  employer 
contributions  build  their  individual  account  balances 
and  earn  them  lower  contribution  rates.  As  the 
average  weekly  wage  increases  and  the  projected 
insured  unemployment  rate  rises  to  2.8%  in  1996 
from  the  2.6%  actual  rate  experienced  in  1995, 
benefit  payments  are  estimated  to  be  S 85 1  million, 
Si  22  million  more  than  was  paid  in  1995.  The 
1996  forecasted  private  contributory  account  balance 
of  $704  would  be  an  improvement  of  $235  million 
over  the  1995  ending  balance. 
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1997-2000  FORECAST 


CURRENT  LAW: 

Contributions  to  the  private  contributory  account 
are  expected  to  exceed  benefit  payments  for  the 
forecast  years  through  1999.  In  addition,  interest 
earnings  credited  to  the  private  contributory  account 
over  the  five  year  forecast  period  allow  the  balance 
to  grow  to  $1,593  billion  by  the  end  of  the  year 
2000  under  current  law.  Schedule  "F"  is  forecast  to 
be  triggered  in  1997,  but  each  successive  year  is 
expected  to  bring  a  one  schedule  drop  in  the 
contribution  rate  schedule  used,  bringing  the  system 
to  schedule  "C"  for  the  years  1999  and  2000. 

AN  ALTERNATIVE: 

As  schedule  "D"  has  been  mandated  since  1993,  a 
scenario  keeping  the  schedule  of  rates  constant  on 
schedule  "D"  through  the  year  2000  has  also  been 
provided  in  this  report.  The  results  of  this  scenario 
may  be  viewed  in  tables  1A  and  2A  on  page  6. 
Under  this  scenario,  the  private  contributory 
account  balance  at  the  end  of  the  year  2000  is 
estimated  to  be  $1,528  billion. 

Either  ending  balance  would  exceed  the  $1,068 
billion  balance  in  the  private  contributory  account 
recorded  at  the  end  of  1988,  the  largest  dollar 
balance  prior  to  the  recession  of  the  early  1990's. 
One  measure  the  federal  government  uses  to  judge 
trust  fund  solvency  is  to  calculate  each  state's  year 
ending  trust  fund  balance  as  a  percent  of  annual  total 
wages.  Analyzing  the  vear  ending  1988  private 
contributory  account  balance  using  this  methodologv 
produces  an  account  balance  divided  by  total  wages 
of  1 .95%.  Applving  this  methodology  to  the 
balances  forecast  for  the  end  of  the  year  2000 
produces  an  account  balance  divided  by  total  wages 
of  1.77%  under  the  current  law  scenario  and  an 


account  balance  divided  by  total  wages  of  1 .70% 
under  the  schedule  "D"  scenario.  These  results  are 
depicted  graphically  on  page  8,  showing  the 
projected  balance  of  the  private  contributory  account 
in  any  of  these  scenarios  to  be  less  prepared  for  a 
future  economic  decline  than  it  was  in  1988. 


STRUCTURAL  CONSIDERATIONS 


It  must  be  emphasized,  however,  that  the  Trust 
Fund's  reserves  are  being  rebuilt  by  placing  an 
extraordinarily  high  cost  burden  on  Massachusetts 
businesses. 

Although  modest  reforms  to  the  Massachusetts 
unemployment  insurance  benefit  structure  were 
enacted  in  1992,  the  program  is  still  among  the 
most  generous  in  the  nation.  Consequentlv,  as  the 
chart  on  page  9  indicates,  Massachusetts  employers 
paid  on  average  nearly  $500  per  employee  in 
unemployment  insurance  contributions  last  vear, 
making  the  state  the  third  most  expensive  in  the 
country  on  this  important  cost  of  doing  business 
indicator.  At  the  same  time,  the  account's  reserves, 
while  seemingly  returning  in  1995  to  impressive 
levels,  in  fact  ranked  last  year  50th  in  the  country, 
as  a  proportion  of  total  wages. 

In  short,  the  Massachusetts  unemployment  insurance 
program  as  presently  structured  appears  destined  to 
continue  burdening  businesses  with  high  costs,  while 
failing  to  build  adequate  reserves  so  long  as  it 
continues  to  offer  such  an  expensive  benefit  package. 
It  is  thus  timely,  as  we  begin  1996,  to  recall  that 
the  Administration's  unemployment  insurance  retorm 
proposal,  now  pending  in  the  Legislature,  (House 
Bill  4881),  would  provide  for  significant  reductions 
in  the  financing  burden  now  borne  bv  Massachusetts 
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businesses,  because  it  would  control  the  program's  Chart  A 
benefit  outlays. 

The  Administration's  proposal  would  address  three 
aspects  of  the  present  unemployment  insurance 
program  that  are  most  out  of  line  with  national 
norms  --  the  maximum  duration  of  benefits  (chart 
A),  the  amount  of  prior  work  required  to  qualify  for 
benefits  (chart  B),  and  the  level  of  additional 
assistance  provided  to  claimants  with  dependents 
(chart  C).  By  conforming  these  elements  of  the 
program  to  peer-state  standards,  outlays  would  be 

sufficientlv  reined  in  to  allow  contribution  rates  to 

j 

be  reduced  in  1997  by  a  full  rate  schedule,  to  "C", 

even  while  the  fund's  reserves  continue  to  build.  Chart  B 


MAXIMUM  POTENTIAL 
DURATION  OF  BENEFITS 


Weeks 

*  Beneftti  extended  when  ^employment  reechei  ■  certain  level 
OET  Research  12/BS 


Table  1 B  shows  the  five-year  impact  of  this 
legislation  on  outlays,  revenues,  and  the  account 
balance,  if  it  were  enacted  with  the  benefit  reforms 
effective  in  July  1996  and  the  contribution  rate 
reduction  effective  beginning  in  calendar  year  1997. 
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\  Table  1 

Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  Millions) 


1995 

1996  ' 

1997 

1998 

1999 

2000 

Balance,  Jan  1 

$122 

$469 

$704 

$1,154 

$1,400 

$1,505 

Net  Income 

$1,060 

$1,044 

$1,248 

$1,042 

$924 

$923 

Trust  Fund  Interest 

$16 

$42 

$76 

$111 

$128 

$137 

Net  Benefits 

$729 

$851 

$875 

$907 

$946 

$972 

Balance,  Dec  31 

$469 

$704 

$1,154 

$1,400 

$1,505 

$1,593 

Schedule 

"D" 

"D" 

iipn 

"D" 

"C" 

"C" 

Figures  may  not  add  due  to  rounding 


Table  2 

Economic  Assumptions 
Economic  Assumptions  Based  on  DRI  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Year 

Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(billions) 

Covered 

Employment 

(thousands) 

Effective 
Contri- 
bution 
Rate 

(%) 

Contri- 
butory 

Wage 
Proportion 

(%) 

Solvency 
Assess- 
ment 

(%) 

Total 

Unemploy- 
ment 
Rate 

(%) 

Insured 
Unemploy- 
ment 
Rate 

(%) 

1995 

$70.6 

$24.4 

2,804 

4.3 

34.6 

1  00* 

5.4 

2.8 

1996 

$73.6 

$24.6 

2,771 

4.3 

33.4 

0.92 

5.2 

2.8 

1997 

$77.4 

$25.1 

2,803 

5.1 

32.4 

1.07 

5.2 

2.9 

1998 

$81.4 

$25.5 

2,829 

4.0 

31.3 

0.68 

5.2 

2.9 

1999 

$85.4 

$26.0 

2,855 

3.5 

30.4 

0.72 

5.3 

29 

2000 

$89.8 

$26.5 

2,882 

3.5 

29.5 

0.61 

5.2 

2.9 

Ut  I  estimate,  not  model  output 
Figures  may  not  add  due  to  rounding 
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Schedule  "D"  Through  1999  with  Schedule  "C"  in  2000 

Table  1A 

Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  Millions) 


1995 

1996 

1997 

1998 

1999 

2000 

Balance,  Jan  1 

$122 

$469 

$704 

$969 

$1,209 

$1,426 

Net  Income 

$1,060 

$1,044 

$1,070 

$1,053 

$1,048 

$944 

Trust  Fund  Interest 

$16 

$42 

$70 

$94 

$115 

$130 

Net  Benefits 

$729 

$851 

$875 

$907 

$946 

$972 

Balance,  Dec  31 

$469 

$704 

$969 

$1,209 

$1,426 

$1,528 

Schedule 

"D" 

"D" 

"D" 

"D" 

"D" 

"C" 

Figures  may  not  add  due  to  rounding 


Table  2A 

Economic  Assumptions 
Economic  Assumptions  Based  on  DRI  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Year 

Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(billions) 

Covered 

Employment 

(thousands) 

Effective 
Contri- 
bution 
Rate 

(%) 

Contri- 
butory 

Wage 
Proportion 

<%) 

Solvency 
Assess- 
ment 

(%) 

Total 

Unemploy- 
ment 
Rate 

(%) 

Insured 
Unemploy- 
ment 
Rate 

(%) 

1995 

$70.6 

$24.4 

2,804 

4.3 

34.6 

1  00* 

5.4 

2.8 

1996 

$73.6 

$24.6 

2,771 

4.3 

33.4 

0.92 

5.2 

2.8 

1997 

$77.4 

$25.1 

2,803 

4.3 

32.4 

1.08 

5.2 

2.9 

1998 

$81.4 

$25.5 

2,829 

4.1 

31.3 

0.74 

5.2 

2.9 

1999 

$85.4 

$26.0 

2,855 

4.0 

30.4 

0.78 

5.3 

2.9 

2000 

$89.8 

$26.5 

2,882 

3.5 

29.5 

0.64 

5.2 

2.9 

*  DET  estimate,  not  model  output. 
Figures  may  not  add  due  to  rounding 
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\ 

\  H4881  FOR  1997  WITH  CONTINUATION  OF  SCHEDULE  "C" 

^Table  IB 


Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  Millions) 


1995 

1996 

1997 

1998 

1999 

2000 

Balance,  Jan  1 

$122 

$469 

$730 

$1,003 

$1,262 

$1,501 

Net  Income 

$1,060 

$1,045 

$986 

$965 

$958 

$947 

Trust  Fund  Interest 

$16 

$43 

$73 

$97 

$120 

$141 

Net  Benefits 

$729 

$827 

$786 

$803 

$839 

$892 

Balance,  Dec  31 

$469 

$730 

$1,003 

$1,262 

$1,501 

$1,697 

Schedule 

"D" 

"D" 

"C" 

"C" 

"C" 

"C" 

Figures  may  not  add  due  to  rounding 


Table  2B 

Economic  Assumptions 
Economic  Assumptions  Based  on  DET  Research  Department  Adjustments  to 
DRI  Forecasts  and  Massachusetts  Benefit  Financing  Simulation  Output: 


Year 

Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(billions) 

Covered 

Employment 

(thousands) 

Effective 
Contri- 
bution 
Rate 

(%) 

Contri- 
butory 

Wage 
Proportion 

(%) 

Solvency 
Assess- 
ment 

(%) 

Total 

Unemploy- 
ment 
Rate 

(%) 

Insured 
Unemploy- 
ment 
Rate 

(%) 

1995 

$70.6 

$24.4 

2,804 

4.3 

34.6 

1  00* 

5.4 

28 

1996 

$73.6 

$24.7 

2,774 

4.3 

33.6 

0.91 

5.2 

2.8" 

1997 

$77.6 

$25.3 

2,811 

3.9 

32.6 

0.98 

5.2 

2.6" 

1998 

$81.6 

$25.8 

2,838 

3.7 

31  6 

0.60 

5.2 

2.6** 

1999 

$85.6 

$26.3 

2,864 

3.7 

30.7 

0.62 

5.3 

2.6" 

2000 

$90.0 

$26.7 

2,889 

3.5 

29.7 

0.46 

5.2 

2.6** 
 1 

*  DET  estimate,  not  model  output  "  DET  Research  assumptions  to  reflect  benefit  reductions  required  by  H4881.  effective  July  1.  1996 
Figures  may  not  add  due  to  rounding 
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UNEMPLOYMENT  INSURANCE  TRUST  FUND  BALANCE 
Private  Account  Only  in  Dollars 


2000 


1500 
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500 


-500 
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■Schedule  "D" 


H4881  w/Sched  "C" 
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UNEMPLOYMENT  INSURANCE  AS  A  COST  OF  DOING  BUSINESS: 
STATES  RANKED  BY  COST  PER  EMPLOYEE 
(AVERAGE,  1995) 


Rhode  Island 

$537 

Mississippi 

$182 

MASSACHUSETTS 

$485 

Montana 

$178 

Alaska 

$455 

New  Mexico 

$175 

Michigan 

$420 

Louisiana 

$162 

Connecticut 

S410* 

Wyoming 

$152 

Pennsylvania 

$407 

Florida 

S144 

Hawaii 

$343 

Tennessee 

$144 

New  York 

$341 

South  Carolina 

$1 35 

Washington 

$317 

Colorado 

$131 

New  Jersev 

$304 

Texas 

$1  30 

Illinois 

$294 

New  Hampshire 

$128 

Maryland 

$278 

Virginia 

$128 

West  Virginia 

$275 

Georgia 

$127 

California 

$271 

Missouri 

$124 

Ohio 

$263 

Arizona 

$122 

Delaware 

$255 

North  Dakota 

$118 

Maine 

$244 

Utah 

$113 

Nevada 

$228 

Iowa 

$112 

Wisconsin 

$221 

Indiana 

$100 

Minnesota 

$213 

Alabama 

$  94 

Arkansas 

$209 

Oklahoma 

$  88 

Vermont 

$207 

Kansas 

$  69 

Oregon 

$198 

Nebraska 

$  65 

Idaho 

$197 

South  Dakota 

$  57 

Kentucky 

$183  (Median) 

North  Carolina 

$  47 

♦Does  not  include  bond  excise  @  Si  23  per  employee. 

Computed  by  DET  based  on  U.S.  Dept.  of  Labor  UIS  Division  of  Actuarial  Services,  3rd  Quarter  CY'95  UI  Data  Summary 
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THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


At  the  end  of  February  1996,  the  Massachusetts 
Unemployment  Insurance  Trust  Fund  balance  was  $469 
million,  with  the  private  contributory  account  having 
a  balance  of  $421  million,  and  the  governmental 
contributory  account  holding  a  $48  million  balance. 


1996  TO  DATE 


Actual  activity  for  the  first  quarter  of  1 996  is  running 

close  to  the  estimates  created  by  the  benefit  financing 

simulation.  Based  on  actual  activity  through  the  week 

ending  March  23,  1996  it  is  estimated  that  pavments 

from  the  private  contributory'  trust  fund  account  will 

be  approximately  $260  million  compared  to  the 

simulation  estimate  of  $256  million.  The  average  weeks 

o 

claimed  for  the  first  quarter  are  estimated  bv  DET  to 
be  92,000  compared  to  the  95,000  estimated  by  the 
benefit  financing  simulation. 


E 
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ASSUMPTIONS  USED  IN  THIS 
FORECAST 


For  this  benefit  financing  simulation  DET  has  utilized 
the  short-term  forecast  produced  by  DRI  in 
November  1 99S ,  as  modified  by  the  Massachusetts 
Department  of  Revenue  to  reflect  actual  labor  force 
data  through  December  1 995 . 

The  assumptions  from  the  DRI  forecast  are  arrayed 
below  and  compared  to  the  January  1 996  trust  fund 
assumptions. 


through  2000. 

Table  1  contains  data  concerning  the  annual  activity 
in  the  private  contributory  account  under  current  law. 
Table  2  details  the  economic  assumptions  used  in  the 
Massachusetts  Benefit  Financing  Simulation.  Since 
schedule  "D"  has  been  mandated  by  the  legislature 
since  1993,  Tables  1A  and  2A  show  the  impact  of 
remaining  on  schedule  "D"  through  the  year  2000. 


1996  OUTLOOK 


WAGE  &  SALARY 

LABOR 

GROWTH  (%) 

FORCE  (000) 

1/96 

4/96 

1/96 

4/96 

1996 

5.1 

5.5 

3,185.6 

3,188.5 

1997 

4.3 

4.3 

3,221.2 

3,223.9 

1998 

4.4 

4.4 

3,251.4 

3,254.1 

1999 

4.2 

4.2 

3,281.9 

3,284.7 

2000 

4.5 

4.5 

3,311.8 

3,314.6 

TOTAL 

INSURED 

UNEMPLOYMENT 

UNEMPLOYMENT 

RATE  (%) 

RATE  (%) 

1/96 

4/96 

1/96 

4/96 

1996 

5.2 

5.2 

2.8 

2.8 

1997 

5.2 

5.3 

2.9 

2.9 

1998 

5.2 

5.2 

2.9 

2.9 

1999 

5.3 

5.3 

2.9 

2.9 

2000 

5.2 

5.2 

2.9 

2.9 

The  current  economic  scenario  is  nearlv  identical  to 

J 

the  forecast  used  in  the  January  Report  except  for:  a 
slightly  higher  labor  force  for  all  the  years  of  the 
forecast  range  and  higher  wage  and  salary  growth  in 
1996. 

The  unemployment  rate,  forecast  to  be  5.2%  for 
1996,  rises  marginally  to  5.3%  in  1997  and  then 
alternates  between  5.2%  and  5.3%  for  the  vears 


Enactment  of  Chapter  224  of  the  Acts  of  1 995  (which 
establishes  employer  contributions  based  on  schedule 
"D"  for  calendar  year  1 996)  will  result  in  an  estimated 
$1,036  billion  in  contributions,  $24  million  less  than 
was  received  in  1995.  Although  on  the  same  rate 
schedule,  employers  have  built  their  individual 
account  balances  and  earned  lower  individual  1 996 
rates.  This  is  reflected  by  the  drop  in  the  average 
estimated  contribution  rate  for  1996.  The  Januarv 
report  had  private  contributory  emplovers  with  a 
4.3%  contribution  rate.  This  forecast  projects  an 
average  4.2%  rate.  As  the  average  weeklv  wage  in 
Massachusetts  increases,  and  the  projected  insured 
unemployment  rate  rises  to  2.8%  in  1996,  benefit 
payments  are  estimated  to  be  $846  million,  $117 
million  more  than  was  paid  in  1995.  The  December 
1996  forecast  private  contributorv  account  balance 
of  $704  would  be  an  improvement  of  $235  million 
over  the  1995  ending  balance. 


1997-2000  FORECAST 


Current  Law: 

For  the  forecast  years  1997-1999  it  is  expected  that 
income  in  the  form  of  emplover  contributions  and 
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earned  interest  which  will  be  credited  to  the  private 
contributory  account  wall  exceed  outflows  for  the 
duration  of  the  forecast  period  .  This  will  allow  trust 
fund  reserves  to  continue  to  expand  and  result  in  a 
private  contributory  account  balance  of  $  1 . 347  billion 
at  the  end  of  calendar  year  2000.  Under  current  law, 
and  without  statutory  intervention,  rate  schedule  "F" 
will  be  triggered  for  1997.  Schedule  "D"  will  be 
triggered  for  both  1 998  and  1 999  before  dropping  to 
schedule  "C"  in  2000. 

An  Alternative: 

Given  that  schedule  "D"  has  been  legislated  each  year 
since  1993,  this  report  includes  a  scenario  which 
would  hold  the  contributory  rate  schedules  on 
schedule  "D"  through  the  year  2000.  Under  the 
schedule  "D"  scenario,  the  private  contributory 
account  balances  would  continue  to  grow  and  would 
end  the  year  2000  with  a  $1,267  billion  balance. 
The  results  of  this  scenario  and  the  underlying 
economic  assumptions  can  be  viewed  on  table  1 A  and 
2A. 

Another  Alternative: 

In  the  January  1996  report  another  alternative  was 
outlined,  and  again  the  Administration's 
unemployment  insurance  reform  package  (House  Bill 
4881)  is  presented  for  consideration. 

This  proposal  requires  three  specific  benefit  reforms: 
reduce  the  maximum  potential  weeks  of  eligibility, 
increase  the  number  of  weeks  of  work  required  to 
qualify  for  benefits,  and  place  restrictions  on  the  level 
of  further  assistance  provided  to  claimants  with 
dependents.  These  benefit  reforms  are  assumed  to 
become  effective  June  30,  1996  and  are  expected  to 
continue  throughout  the  forecast  period.  A  drop  to 
contribution  rate  schedule  "C"  through  the  year  2000 
could  be  combined  with  these  benefit  reforms. 

Table  IB  and  2B  show  the  impact  of  the  benefit 
reforms.  Under  this  scenario  the  private  contributory 
account  balance  would  be  $1,358  billion  at  the  end  of 
calendar  year  2000. 


While  the  economic  assumptions  have  remained 
relatively  unchanged,  the  year  ending  2000  balances 
under  each  of  the  three  scenarios  is  lower  in  the  April 
report  than  in  the  January  report  as  a  result  of  the 
annual  average  contribution  rates  being  lower  under 
all  of  the  scenarios.  This  reflects  the  improving 
conditions  of  employer  accounts. 


WE  RAGE  COST  PER  EMPLOYEE 


The  improving  condition  of  employer  accounts  can 
also  be  measured  by  the  average  cost  per  employee. 
Massachusetts'  average  cost  per  employee  peaked  at 
$486  in  1 994,  before  dropping  to  approximately  $476 
in  1995,  and  is  estimated  to  drop  again  to  $470  in 
1996.  For  1997  under  current  law  (schedule  "F"), 
the  estimated  average  cost  per  employee  would  rise 
to  $539.  Under  the  alternative  option  of  remaining 
on  schedule  "D"  in  1997,  the  rate  would  decline  to 
$459  and  if  House  Bill  4881  is  enacted,  the  average 
employee  cost  would  drop  to  $420  using  schedule 
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Table  1 


Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1995 

1996 

1997 

1998 

1999 

2000 

BALANCE  JAN  1 

$122 

$469 

$704 

$1,093 

$1,258 

$1,363 

INCOME 

$1,060 

$1,036 

$1,200 

$985 

$953 

$853 

TRUST  FUND  INTEREST 

$16 

$45 

$77 

$105 

$117 

$123 

OUTLAYS 

$729 

$846 

$888 

$925 

$966 

$992 

BALANCE,  DEC  31 

$469 

$704 

$1,093 

$1,258 

$1,363 

$1,347 

SCHEDULE 

D 

D 

F 

D 

D 

C 

AVERAGE  COST/EMPLOYEE 

$476 

$470 

$539 

$440 

$423 

$375 

Figures  may  not  add  because  of  rounding. 


Table  2 


Economic  Assumptions 
Economic  Asumptions  Based  on  DRI  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


lYear 

Total 

Contri- 

Covered 

Effective 

Contri- 

Solvency 

Total 

Insured 

Covered 

butory 

Employment 

Contri- 

butory 

Assess- 

Unemploy- 

Unemploy- 

Payroll 

Payroll 

(thousands) 

bution 

Wage 

ment 

ment 

ment 

(billions) 

(billions) 

Rate 

Proportion 

Rate 

Rate 

1995 

$71.8 

$24.5 

2,819 

4.3% 

34.1% 

1 .27% 

5.4% 

2.6% 

1996 

$75.0 

$24.9 

2,831 

4.2% 

33.2% 

0.88% 

5.2% 

2.8% 

1997 

$78.9 

$25.3 

2,862 

4.8% 

32.1% 

1.06% 

5.3% 

2.9% 

1998 

$82.9 

$25.8 

2,889 

3.7% 

31.1% 

0.70% 

5.2% 

2.9% 

1999 

$87.0 

$26.2 

2,915 

3.6% 

30.1% 

0.77% 

5.3% 

2.9% 

2000 

$91.6 

$26.7 

2,943 

3.2% 

29.1% 

0.67% 

5.2% 

2  9% 

Figures  may  not  add  because  of  rounding. 
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Table  1A 

Massachusetts  Benefit  Financing  Simulation 
Net  Effect  of  Recommended  Schedule  "D" 


Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1995 

1996 

1997 

1998 

1999 

2000 

BALANCE,  JAN  1 

$122 

$469 

$704 

$908 

$1,063 

$1,178 

INCOME 

$1,060 

$1,036 

$1,021 

$992 

$981 

$971 

TRUST  FUND  INTEREST 

$16 

$45 

$71 

$88 

$100 

$110 

OUTLAYS 

$729 

$846 

$888 

$925 

$966 

$992 

BALANCE,  DEC  31 

$469 

$704 

$908 

$1,063 

$1,178 

$1,267 

SCHEDULE 

D 

D 

D 

D 

D 

D 

AVERAGE  COST/EMPLOYEE 

$476 

$470 

$459 

$443 

$435 

$427 

Figures  may  not  add  because  ofroun 
TABLE  2A 


Economic  Assumptions 
Economic  Asumptions  Based  on  DRJ  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Year 

Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(billions) 

Covered 

Employment 

(thousands) 

Effective 
Contri- 
bution 
Rate 

Contri- 
butory 
Wage 
Proportior 

Solvency 
Assess- 
ment 

Total 

Unemploy- 
ment 
Rate 

Insured 
Unemploy- 
ment 
Rate 

1995 

$71.8 

$24.5 

2,819 

4.3% 

34.1% 

127% 

5.4% 

2.6% 

1996 

$75.0 

$24.9 

2,831 

42% 

332% 

0.88% 

52% 

2.8% 

1997 

$78.9 

$25.3 

2,862 

4.0% 

32.1% 

1 .07% 

5.3% 

2.9% 

1998 

$82.9 

$25.8 

2,889 

3.8% 

31.1% 

0.76% 

52% 

2.9% 

1999 

$87.0 

$26.2 

2,915 

3.7% 

30.1% 

0.84% 

5.3% 

2.9% 

2000 

$91.6 

$26.7 

2,943 

3.6% 

29.1% 

0.73% 

52% 

2.9% 

Figures  may  not  add  because  of  roundmg. 
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Table  IB 

Massachusetts  Benefit  Financing  Simulation 

Net  Effect  of  H4881  with  Schedule  "C" 
Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1995 

1996 

1997 

1998 

1999 

2000 

BALANCE,  JAN  1 

$122 

$469 

$725 

$938 

$1,116 

$1,266 

INCOME 

$1,060 

$1,037 

$936 

$906 

$897 

$883 

TRUST  FUND  INTEREST 

$16 

$45 

$73 

$91 

$106 

$119 

OUTLAYS 

$729 

$826 

$796 

$819 

$854 

$910 

BALANCE,  DEC  31 

$469 

$725 

$938 

$1,116 

$1,266 

$1,358 

SCHEDULE 

D 

D 

C 

C 

C 

C 

AVERAGE  COST/EMPLOYEE 

$476 

$470 

$420 

$403 

$396 

$388 

Figures  may  not  add  because  ofroun 
TABLE  2B 


Economic  Assumptions 
Economic  Asumptions  Based  on  DRI  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


YEAR 

Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(billions) 

Covered 

Employment 

(thousands) 

Effective 
Contri- 
bution 
Rate 

Contri- 
butory 
Wage 
Proportior 

Solvency 
Assess- 
ment 

i 

Total 

Unempby 

merit 

Rate 

Insured 
Unempby 
ment 
Rate 

1995 

$71.8 

$24.5 

2,819 

4.3% 

34.1% 

1.27% 

5.4% 

2.6% 

1996 

$75.1 

$24.9 

2,833 

4.2% 

33.2% 

0.87% 

5.2% 

2.8% 

1997 

$79.1 

$25.6 

2,870 

3.6% 

32.4% 

0.97% 

5.3% 

2.6% 

1998 

$83.2 

$26.0 

2,898 

3.5% 

31.3% 

0.63% 

5.2% 

2.6% 

1999 

$87.3 

$26.5 

2,924 

3.4% 

30.4% 

0.68% 

5.3% 

2.6% 

2000 

$91.8 

$26.9 

2,949 

3.3% 

29.3% 

0.55% 

5.2% 

2.6% 

Figures  may  not  add  because  of  rounding. 
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THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


At  the  end  of  June  1996,  the  Massachusetts 
Unemployment  Insurance  Trust  Fund  balance  was  S736 
million,  with  the  private  contributory  account  having 
a  balance  of  $687  million,  and  the  governmental 
contributory  account  holding  a  S49  million  balance. 


1996  TO  DATE 


For  the  first  two  quarters  of  1996,  S651  million  in 
contributions  were  credited  to  the  private  contributory 
account,  $9  million  less  than  was  forecast  in  the  April 
report.  Benefits  charged  against  the  private 
contributory  account  for  the  first  two  quarters  of  1 996 
were  $419  million,  significantly  below  the  $467  million 
in  benefits  forecast  in  the  April  trust  fund  report.  The 
bulk  of  this  difference  occurred  in  the  second  quarter, 
when  benefit  payments  were  $35  million  below  the 
April  estimate.  Continued  weeks  claimed  averaged 
10,000  a  week  below  the  April  estimates.  The  average 
weekly  benefit  amount  was  $247.  as  estimated  by  the 
April  forecast. 
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ASSUMPTIONS  USED  IN  THIS 
FORECAST 


For  this  benefit  financing  simulation,  DET  has  utilized 
the  forecast  produced  by  Data  Resources 
Incorporated  (DRI)  in  May  1996,  as  modified  by  the 
Massachusetts  Department  of  Revenue  to  reflect 
actual  labor  force  data  through  April  1996. 

The  assumptions  from  the  DRI  forecast  are  arrayed 
below  and  compared  to  the  April  1996  trust  fund 
assumptions. 


WAGE  &  SALARY 


LABOR 


GROWTH 

(%) 

FORCE  (000) 

4/96 

8/96 

4/96 

8/96 

1996 

5.5 

6.5 

3,188.5 

3,192.0 

1997 

4.3 

4.2 

3,223.9 

3,210.8 

1998 

4.4 

4.2 

3,254.1 

3,231.7 

1999 

4.2 

4.7 

3,284.7 

3,259.3 

2000 

4.5 

4.7 

3,314.6 

3,291.1 

TOTAL 
UNEMPLOYMENT 
RATE  (%) 


INSURED 
UNEMPLOYMENT 
RATE  (%) 


4/96 

8/96 

4/96 

8/96 

1996 

S.2 

4.9 

2.8 

2.7 

1997 

5.3 

4.9 

2.9 

2.8 

1998 

5.2 

4.8 

2.9 

2.7 

1999 

5.3 

4.5 

2.9 

2.6 

2000 

5.2 

4.4 

2.9 

2.6 

The  current  economic  scenario  differs  from  the  April 
scenario  in  the  following  wavs:  the  labor  force 
continues  to  grow  in  all  of  the  years  of  the  forecast 
frame  at  a  slightly  lower  level.  Growth  in  wage  and 
salarv  disbursements  is  expected  to  be  6.5%  for  1 996, 
up  from  the  April  forecast  of  5.5%.  The  growth  is 
expected  to  be  4.2%  in  1997,  4.2%  in  1998  and  rise 
to  4.7%  for  1 999  and  2000.  The  unemployment  rate 
is  forecast  to  be  4.9%  for  1996  and  1997,  but  then 
declines  in  each  of  the  following  years  to  end  at  4.4% 


in  the  year  2000.  This  is  a  significant  departure  from 
the  April  forecast  which  called  for  the  unemployment 
rate  to  run  in  the  5.2%  to  5.3%  range  for  all  of  the 
years  of  the  forecast.  The  insured  unemployment  rate 
is  forecast  to  be  2.7%  for  1996,  then  rise  slightly  to 
2.8%  in  1997  before  declining  to  2.6%  in  2000.  The 
forecast  insured  unemployment  rate  continues  to 
remain  higher  than  the  experience  of  the  first  six 
months  of  1996. 

Table  1  contains  data  concerning  the  annual  activity 
in  the  private  contributory  account  under  current  law. 
Table  2  details  the  economic  assumptions  used  in  the 
Massachusetts  Benefit  Financing  Simulation.  Tables 
1A  and  2  A  show  the  impact  of  using  rate  schedule 
"D"  in  1997  as  proposed  by  House  6164. 


1996  OUTLOOK 


Enactment  of  Chapter  224  of  the  Acts  of  1 995  (which 
established  employer  contributions  based  on  schedule 
"D"  for  calendar  year  1 996)  will  result  in  an  estimated 
$1,039  billion  in  contributions  with  an  average 
employer  contribution  rate  of  4.2%.  Benefits 
estimated  by  the  simulation  are  expected  to  total  $779 
million  for  the  year  (down  from  the  April  estimate  of 
$846  million).  This  is  based  on  a  drop  in  the  forecast 
total  unemployment  rate  to  4.9%  for  this  vear,  leading 
to  an  insured  unemplovment  rate  of  2.7%.  Under 
this  scenario,  the  private  contributory  account  would 
end  1996  with  a  balance  of  $777  million,  an 
improvement  of  $308  million  over  the  1995  ending 
balance.  As  contributions  are  expected  to  exceed 
benefits,  employers  will  continue  to  build  their 
individual  account  balances  and  earn  lower  future 
individual  rates. 

It  should  be  noted  that  actual  claims  activitv  for  the 
first  two  quarters  of  1996  ran  4%  below  last  year's 
activitv.  DET  estimates  that  benefits  for  1996  will 
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be  $732  million,  $47  million  less  than  the  simulation 
estimate.  The  private  contributory  account  balance 
at  the  end  of  1996  is  estimated  to  be  $824  million. 
Unless  the  legislature  enacts  a  schedule  freeze, 
contribution  rate  schedule  "F"  will  be  triggered  by 
current  law  for  1997. 

1997  -  2000  FORECAST 


Absent  any  further  legislative  action,  1996  will  mark 
the  first  time  since  1 992  that  the  trust  fund  reserves 
would  be  used  to  automatically  trigger  the 
contribution  rate  schedule  used  for  1997.  Rate 
schedule  "F"  is  estimated  to  generate  $  1 . 1 96  billion 
in  contributions  during  1997,  an  increase  of  $157 
million  over  1996.  Benefits,  estimated  to  be  $849 
million,  would  leave  a  forecast  balance  in  the  private 
contributorv  account  of  $1 .206  billion. 

Total  and  insured  unemplovment  rates  are  now- 
expected  to  be  lower  than  the  April  assumptions  for 
each  of  the  forecast  years  1 997-2000.  The  simulation 
estimates  that  income  in  the  form  of  employer 
contributions  and  earned  interest  credited  to  the 
private  contributors'  account  will  exceed  outflows  for 
the  duration  of  the  forecast  period .  This  would  allow 
trust  fund  reserves  to  continue  to  expand  and  result 
in  a  private  contributorv  account  balance  of  $1 .614 
billion  at  the  end  of  calendar  vear  2000.  Under  this 
scenario  and  current  law,  schedule  "D"  would  trigger 
for  1998  before  dropping  to  schedule  "C"  in  1999 
and  2000. 


AVERAGE  COST  PER  EMPLOYEE 


The  improving  condition  of  employer  accounts  can 
also  be  reflected  in  the  declining  average  cost  per 
emplovee.  Massachusetts'  average  cost  per  employee 
peaked  at  $486  in  1994,  before  dropping  to 
aDproximatelv  $473  in  1995.  It  is  estimated  to  drop 
^gain  to  $471  in  1996.  For  1997,  under  current  law 
(schedule  "F"),  the  estimated  average  cost  per 
emplovee  would  rise  to  $539.  The  average  cost  per 
emplovee  figures  for  the  remaining  years  are  included 
in  tables  1  and  1  A. 


ALTERNATIVE  SCHEDULE  "D" 
 IN  1997  

If  schedule  "D"  were  to  be  in  place  for  1997,  the 
impact  on  the  private  contributory  account  would 
be  to  lower  contributions  to  $1,017  billion  in  1997, 
a  reduction  in  contributions  of  $179  million  when 
compared  to  current  law.  Schedule  "E"  would  then 
be  triggered  for  1998,  and  drop  to  "D"  in  1999  and 
"C"  in  the  year  2000.  The  overall  private 
contributory  balance  would  be  $  1 .636  at  the  end  of 
calendar  year  2000.  Under  the  schedule  "D" 
scenario,  the  average  cost  per  employee  would  be 
$458  in  1997. 
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Table  1 


Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1995 

1996 

1997 

1998 

1999 

2000 

BALANCE  JAN  1 

$122 

$469 

$777 

$1,206 

$1,426 

$1,544 

INCOME 

$1,060 

$1,039 

$1,196 

$971 

$847 

$833 

TRUST  FUND  INTEREST 

$16 

$48 

$82 

$114 

$130 

$140 

OUTLAYS 

$729 

$779 

$849 

$865 

$859 

$903 

BALANCE,  DEC  31 

$469 

$777 

$1,206 

$1,426 

$1,544 

$1,614 

SCHEDULE 

D 

D 

F 

D 

C 

C 

AVERAGE  COST/EMPLOYEE 

$473 

$471 

$539 

$436 

$377 

$369 

Figures  may  not  add  because  of  rounding. 


Table  2 


Economic  Assumptions 
Economic  Asumptions  Based  on  DRI  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Year 

Total 

Contri- 

Covered 

Effective 

Contri- 

Solvency 

Trust  Fund 

Total 

Insured 

Covered 

butory 

Employment 

Contri- 

butory 

Assess- 

Balance as 

Unemploy- 

Unemploy- 

Payroll 

Payroll 

(thousands) 

bution 

Wage 

ment 

a  %  of  Total 

ment 

ment 

(billions) 

(billions) 

Rate 

Proportion 

Payroll 

Rate 

Rate 

1995 

$72.2 

$24.6 

2,860 

4.3% 

34.1% 

1.27% 

0.65% 

5.4% 

2.6% 

1996 

$75.7 

$24.9 

2.833 

4.2% 

32.9% 

0.81% 

1.03% 

4.9% 

2.7% 

1997 

$79.3 

$25.4 

2,854 

4.8% 

32.0% 

1.00% 

1.52% 

4.9% 

2.8% 

1998 

$83.0 

$25.8 

2.874 

3.7% 

31.1% 

0.59% 

1.72% 

4.8% 

2.7% 

1999 

$87.5 

$26.3 

2,901 

3.2% 

30.1% 

0.61% 

1.76% 

4.5% 

2.6% 

2000 

$92.3 

$26.8 

Z929 

3.1% 

29.0% 

0.49% 

1.75% 

4.4% 

2.6% 

Figures  mar  not  add  because  of  rounding. 
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Table  1A 


Massachusetts  Benefit  Financing  Simulation 

Net  Effect  of  Proposed  Schedule  "D" 

Private  Contributory  Trust  Fund  Account  (All  S  in  Millions) 


1995 

1996 

1997 

1998 

1999 

2000 

BALANCE  JAN  1 

$122 

$469 

$777 

$1,020 

$1,326 

$1,557 

INCOME 

$1,060 

$1,039 

$1,017 

$1,071 

$964 

$841 

TRUST  FUND  INTEREST 

$16 

$48 

$76 

$100 

$125 

$141 

OUTLAYS 

$729 

$779 

$849 

$865 

$859 

$903 

BALANCE,  DEC  31 

$469 

$777 

$1,020 

$1,326 

$1,557 

$1,636 

SCHEDULE 

D 

D 

D 

E 

D 

C 

AVERAGE  COST/EMPLOYEE 

$473 

$471 

$458 

$481 

$430 

$372 

Figures  may  not  add  because  of  rounding. 
Table  2A 

Economic  Assumptions 
Economic  Asumptions  Based  on  DRI  Fc-  e casts  and  Massachusetts 
Benefit  Financing  Simulr  ion  Output: 


Year 

Total 

Contri- 

Covered 

Effective 

CO  LTh 

Solvency 

Trust  Fund 

Total 

Insured 

Covered 

butory 

Employment 

Contri- 

r jtory 

Assess- 

Balance as 

Unemploy- 

Unemptoy-j 

Payroll 

Payroll 

(thousands) 

bution 

Naqe 

ment 

a  %  of  Total 

ment 

ment 

(billions) 

(billions) 

Rate 

Proportion 

Payroll 

Rate 

Rate 

1995 

$72.2 

$24.6 

2,860 

.3% 

34.1% 

1.27% 

0.65% 

5.4% 

26%: 

1996 

$75.7 

$24.9 

2,833 

4.2% 

-  329% 

0.81% 

1.03% 

4.9% 

2.7% : 

1997 

$79.3 

$25.4 

2,854 

4.0% 

32.0% 

1.01% 

1.29% 

4.9% 

28% 

1998 

$83.0 

$25.8 

2,87 

4.2% 

31.1% 

0.65% 

1.60% 

4.8% 

27% 

1999 

$87.5 

$26.3 

2,901 

3.6% 

30.1% 

0.64% 

1.78% 

4.5% 

2.6% 

2000 

$92.3 

$26.8 

2  929 

3.1% 

29.0% 

0.48% 

1  77% 

4,4% 

26% 

F:gvres  may  not  add  because  of .  oun 
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2000 


$  in  millions 


UNEMPLOYMENT  INSURANCE  TRUST  FUND  BALANCE 
Private  Account  Only  in  Dollars 
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THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


At  the  end  of  September  1996,  the  Massachusetts 
Unemployment  Insurance  Trust  Fund  balance  was  $852 
million,  with  the  private  contributory  account  having 
a  balance  of  $802  million,  and  the  governmental 
contributory  account  holding  a  $50  million  balance. 


1996  TO  DATE 


Preliminary  data  for  1996  shows  third  quarter 
contributions  credited  to  the  private  contributory 
account  were  approximately  $245  million,  $6  million 
less  than  was  forecast  in  the  August  report.  Actual 
benefit  payment  activity  for  the  third  quarter  indicates 
that  benefits  charged  against  the  private  contributory 
fund  will  be  approximately  $152  million.  This  is  $28 
million  less  than  theAujjust  simulation  forecast.  Benefit 
payments  from  the  private  contributory  account  for 
the  first  three  quarters  of  1996  were  $571  million. 
This  compares  to  the  April  estimate  of  $663  million  in 
benefit  payments  estimated  for  the  first  three  quarters 
of  1996.  Contributions  credited  to  the  private 
contributory  account  in  the  first  three  quarters 
amounted  to  $896  million,  compared  to  the  April 
estimate  of  $899  million. 
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ASSUMPTIONS  USED  IN  THIS 
FORECAST 


For  this  benefit  financing  simulation,  DET  has  utilized 
the  forecast  produced  by  Data  Resources 
Incorporated  (DRI)  in  August  1996. 

The  assumptions  from  the  DRI  forecast  are  arrayed 
below  and  compared  to  the  August  1996  trust  fund 
assumptions. 


For  1996,  the  forecast  total  unemployment  rate  of 
4.8%  is  slightly  higher  than  the  actual  experience  of 
the  first  eight  months,  where  the  seasonally  adjusted 
rate  is  4.7%. 

Table  1  contains  data  concerning  the  annual  activity 
in  the  private  contributory  account  under  current  law. 
Table  2  details  the  economic  assumptions  used  in  this 
Massachusetts  Benefit  Financing  Simulation. 


WAGES 

TOTAL 

SALARY 

UNEM'LOYMENT 

GROWTHS 

RATEM 

4/9S 

8/96 

10/96 

4/96 

8/95 

10/96 

19% 

5.5 

65 

S.7 

S.2 

4.9 

4.8 

1997 

4.3 

4.2 

3.9 

53 

4.9 

4.6 

1996 

4.4 

4.2 

IS 

5.2 

4.8 

4.6 

1999 

4.2 

4.7 

3.8 

5.3 

4.5 

4.4 

2000 

4.S 

4.7 

4.3 

5.2 

4.4 

4.2 

1996 
1997 
1998 
1999 
2000 


4/96 
3,188,500 
3,223,900 
3,254,100 
3,284,700 
3,314,600 


LABOR  FORCE 
8/96 
3,192,000 
3,210,800 
3,231,700 
3,259,300 
3,291,100 


10/96 
3,190,500 
3,212,300 
3,235,500 
3,261,900 
3,290,200 


The  current  economic  scenario  compares  to  the 
August  scenario  in  the  following  ways:  the  labor  force 
continues  to  grow  in  all  of  the  years  in  a  pattern  similar 
to  the  August  forecast.  Wage  and  salary  disbursements 
are  expected  to  grow  at  lower  rates  than  were  forecast 
in  August,  with  the  growth  rates  expected  to  be:  0.8% 
lower  in  1996,  0.3%  lower  in  1997,  0.7%  lower  in 
1998,  0.9%  lower  in  1999  and  0.4%  lower  in  2000. 
The  total  unemployment  rate  is  expected  to  decline 
gradually  throughout  the  duration  of  the  forecast: 
with  the  rate  forecast  to  be  4.8%  in  1996,  4.6%  in 
1997  and  1998,  and  then  declining  to  4.4%  in  1999 
and  4.2%  in  2000'.These  rates  are  0. 1  %  to  0. 3%  lower 
than  was  forecast  in  August. 


1996  OUTLOOK 


Enactment  of  Chapter  224  of  the  Acts  of  1995  (which 
established  employer  contributions  based  on  schedule 
"D"for  calendar  year  1 996)  will  result  in  an  estimated 
$1,037  billion  in  contributions  with  an  average 
employer  contribution  rate  of  4.1%.  Based  on  a 
forecasted  total  unemployment  rate  of  4.8%  for  this 
year,  which  translates  into  an  insured  unemployment 
rate  of  2 . 6%,  benefits  estimated  by  the  simulation  are 
expected  to  total  $766  million.  Under  this  scenario, 
the  private  contributory  account  would  end  1 996  with 
a  balance  of  S788  million,  an  improvement  of  $319 
million  over  the  1995  ending  balance.  As 
contributions  are  expected  to  exceed  benefits, 
employers  will  continue  to  build  their  individual 
account  balances  and  earn  lower  individual  rates. 

Benefit  payments  continue  to  be  below  model 
estimates,  with  actual  activity  15%  below  the 
simulation  estimate  for  the  third  quarter.  If  this  trend 
continues  through  the  rest  of  this  year,  it  would  vield 
benefit  payments  of  $142  million  for  the  fourth 
quarter,  resulting  in  $71 3  million  in  benefit  pavments 
for  1 996.  The  reduced  benefit  pavments  would  leave 
a  private  contributory  account  balance  of  $841  million 
at  the  end  of  1996. 
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Absent  any  further  legislative  action,  DET  has 
calculated  that  contribution  rate  schedule  "E"  will  be 
in  effect  for  contributions  based  on  1 997  wages.  This 
would  mark  the  first  time  since  1992  that  the  trust 
fund  reserves  on  September  30  were  used  to 
automatically  trigger  the  contribution  rate  schedule 
for  the  following  year.  Rate  schedule  "E"  is  estimated 
to  generate  $  1 . 1 07  billion  in  contributions  during 
1997,  an  increase  of  $70  million  over  1996.  Benefits, 
estimated  to  be  $81 7  million,  would  leave  a  forecast 
balance  in  the  private  contributors  account  of  $  1 . 1 5  8 
billion  on  December  31 ,  1997. 

The  simulation  estimates  that  under  schedule  "E"  in 
1997,  schedule  "D"  would  trigger  for  1998  before 
dropping  to  schedule  "C"  in  1999  and  2000.  Income 
in  the  form  of  employer  contributions  and  earned 
interest  credited  to  the  private  contributory  account 
will  exceed  outflows  for  the  duration  of  the  forecast 
period  through  the  year  2000.  This  would  allow 
trust  fund  reserves  to  continue  to  expand  and  result 
in  a  private  contributory-  account  balance  of  $1 .661 
billion  at  the  end  of  calendar  vear  2000. 


AVERAGE  COST  PER  EMPLOYEE 


The  improving  condition  of  individual  employer 
accounts  can  also  be  seen  in  the  declining  average 
cost  per  employee  even  though  rates  have  been  set  at 
Schedule  "D"  for  the  1993  through  1996  period. 
Massachusetts'  average  cost  per  employee  peaked  at 
$486  in  1 994,  before  dropping  to  approximatelv  $473 
in  1995.  It  is  estimated  to  be  $468  in  1996.  For 
1997,  under  current  law  (schedule  "E"),  the  estimated 
average  cost  per  employee  would  rise  to  $498.  The 
average  cost  per  employee  figures  for  the  remaining 
vears  are  included  in  tables  1  and  1A. 


OCTOBER  1996 


STATUTORY  REQUIREMENTS 


Section  54  of  Chapter  1 1 8  of  the  Acts  of  1 992  requires 
DET  to  notify  the  legislature  if  contributions  for  any 
calendar  year  are  expected  to  exceed  1 .75%  of  total 
wages.  Based  on  estimates  produced  bv  the 
Simulation,  contributions  under  contribution  rate 
schedule  "E"  are  expected  to  equal  1.41%  in  1997 
and  1 .18%  if  rate  schedule  "C"  is  utilized. 


RECOMMENDATION 


The  Massachusetts  economv  continue  to  grow,  as  more 
jobs  are  created  and  the  level  of  unemplovment 
declines. Trust  fund  reserves,  expected  to  exceed  S800 
million  bv  the  end  of  1996,  will  be  $300  million  more 
than  at  the  end  of  1995.  The  1997  economic 
assumptions  include  a  continued  low  level  of 
unemplovment,  solid  wacje  growth  and  moderate  job 
increases.  Trust  fund  reserves  and  the  economic 
outlook  allow  for  the  consideration  of  a  schedule 
lower  than  that  required  in  current  law.  Schedule  "C" 
is  two  schedules  lower  than  the  automaticallv  triggered 
schedule  "E".  This  would  be  consistent  with  the 
practice  of  the  last  four  vears  of  enacting  a  rate 
schedule  two  schedules  below  the  statutory 
requirement.  Contributions  under  schedule  "C"  are 
estimated  to  be  $179  million  less  than  schedule  "E", 
reducing  the  average  cost  per  emplovee  bv  $5S  and 
generating  an  account  balance  of  $973  million  bv  the 
end  of  1997. 

DET  recommends  the  enactment  of  schedule  "C"  for 
emplover  contributions  on  1997  wages.  Tables  1A 
and  2  A  show  the  impact  of  schedule  "C"  on  the  private 
contributors  trust  fund  account. 
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Table  1 


Massachusetts  Benefit  Financing  Simulation 

Net  Effect  ofTriggered  Schedule  "E" 

Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1995 

1996 

1997 

1998 

1999 

2000l 

BALANCE  JAN  1 

$122 

$469 

$788 

$1,158 

$1,404 

$1,541 

INCOME 

$1,060 

$1,037 

$1,107 

$975 

$852 

S832 

TRUST  FUND  INTEREST 

$16 

$48 

$81 

$110 

$129 

$140 

OUTLAYS 

$729 

$766 

$817 

$840 

$843 

$853 

BALANCE,  DEC  31 

$469 

$788 

$1,158 

$1,404 

$1,541 

$1,661 

SCHEDULE 

D 

D 

E 

D 

C 

C 

AVERAGE  COST/EMPLOYEE 

$473 

$468 

$498 

$437 

$379 

S367 

Figures  may  not  add  because  of  rounding. 

Table  2 

Economic  Assumptions 
Economic  Asumptions  Based  on  DRI  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Year 

Total 

Contri- 

Covered 

Effective 

Contri- 

Solvency 

Employer 

Total 

Insured 

Covered 

butory 

Employment 

Contri- 

butory 

Assess- 

Contributions 

Unemploy- 

UnemployH 

Payroll 

Payroll 

(thousands) 

bution 

Wage 

ment 

a  %  of  Total 

merit 

ment 

(billions) 

(billions) 

Rate 

Proportion 

Payroll 

Rate 

Rate 

1995 

$72.2 

$24.6 

2,860 

4.3% 

34.1% 

1.27% 

1.47% 

5.4% 

2.6%  | 

1996 

$75.4 

$25.2 

2,841 

4.1% 

33.4% 

0.81% 

1.38% 

4.8% 

26% ' 

1997 

$78.6 

$25.4 

2,857 

4.4% 

32.3% 

0.95% 

1.41% 

4.6% 

27%, 

1998 

S81.8 

$25.8 

2,879 

3.7% 

31.5% 

0.57% 

1.19% 

4.6% 

27%; 

1999 

$85.5 

$26.2 

2,904 

3.2% 

30.6% 

0.59% 

1.00% 

4.4% 

26% 

2000 

$89.9 

$26.7 

2,931 

3.1% 

29.7% 

0.44% 

0.93% 

4.2% 

2.5% 

Figures  may  not  add  because  of  rounding. 
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Table  1A 


Massachusetts  Benefit  Financing  Simulation 

Net  Effect  of  Proposed  Schedule  "C" 


1995 

1996 

1997 

1998 

1999 

2000 

BALANCE  JAN  1 

$122 

$469 

$788 

$973 

$1,303 

$1,554 

INCOME 

$1,060 

$1,037 

$928 

$1,074 

$970 

$840 

TRUST  FUND  INTEREST 

$16 

$48 

$75 

$96 

$124 

$142 

OUTLAYS 

$729 

$766 

$817 

$840 

$843 

$853 

BALANCE,  DEC  31 

$469 

$788 

$973 

$1,303 

$1,554 

$1,683 

SCHEDULE 

D 

D 

C 

E 

D 

C 

AVERAGE  COST/EMPLOYEE 

$473 

$468 

$418 

$481 

$431 

$371 

Figures  may  not  add  because  of  rounding. 


Table  2A 


Economic  Assumptions 
Economic  Asumptions  Based  on  DRI  Forecasts  and  Massachusetts 
Benefit  Financing  Simulation  Output: 


Year 

Total 

Contri- 

Covered 

Effective 

Contri- 

Solvency 

Employer 

Total 

Insured 

Covered 

butory 

Employment 

Contri- 

butory 

Assess- 

Contributions 

Unemploy- 

Unemploy- 

Payroll 

Payroll 

(thousands) 

bution 

Wage 

ment 

a  %  of  Total 

ment 

ment 

(billions) 

(billions) 

Rate 

Proportion 

Payroll 

Rate 

Rate 

1995 

$72.2 

$24.6 

2,860 

4.3% 

34.1% 

1.27% 

1.47% 

5.4% 

2.6% 

1996 

$75.4 

$25.2 

2,841 

4.1% 

33.4% 

0.81% 

1.38% 

4.8% 

2.6% 

1997 

$78.6 

$25.4 

2,857 

3.6% 

32.3% 

0.96% 

1.18% 

4.6% 

2.7% 

1998 

$81.8 

$25.8 

2,879 

4.2% 

31.5% 

0.63% 

1.31% 

4.6% 

2.7% 

1999 

$85.5 

$26.2 

2,904 

3.6% 

30.6% 

0.62% 

1.13% 

4.4% 

26% 

2000 

$89.9 

$26.7 

2,931 

3.1% 

29.7% 

0.44% 

0.93% 

4.2% 

2.5% 

Figures  may  not  add  because  of  rounding. 
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$  in  millions 


UNEMPLOYMENT  INSURANCE  TRUST  FUND  BALANCE 
Private  Account  Only  in  Dollars 


1984  1986  1988  1990  1992  1994 


1996 


■Actual      -*-Current  Law         -^-Schedule  "C" 


1998  2000 


Private  Account  Balance  as  a  %  of  Total  Wages 

Percent 


1984  1986  1988  1990  1992  1994  1996  1998  2000 


-•-Actual      -"-Current  Law  Schedule  "C" 
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SOLVENCY  OF  STATE  TRUST  FUNDS 
DECEMBER  31,  1995  TRUST  FUND  BALANCE 


AS  A  PERCENT 


STATE 

BALANCE 

OF  TOTAI  WAGFS 

VIRGIN  ISLANDS 

$39,400 

084 

6  75% 

PUERTO  RICO 

$624^481 

,626 

6.61% 

VERMONT 

1203,2  39 

,966 

4.43% 

WYOMING 

1 1  39^91  6 

[oi  6 

4.15% 

ALASKA 

$197  S88 

065 

3 .50% 

NEW  MEXICO 

i 349  048 

,046 

3  1  9% 

DELAWARE 

$ 267  207 

183 

3.1  9% 

OREGON 

j  89 1  49] 

,549 

3.1  6% 

MISSISSIPPI 

$542  004 

481 

3.1  3% 

LOUISIANA 

$986^61  6 

[42  1 

3.09% 

IOWA 

$71 2  94S 

000 

3 .05% 

WISCONSIN 

$  1 ,478^275 

612 

3.01% 

WASHINGTON 

$  1 ,393  014 

586 

2  .88% 

UTAH 

$460^246 

183 

2  .88% 

IDAHO 

$240  467 

931 

2  84% 

KANSAS 

$692^047 

000 

2.8  3% 

OKLAHOMA 

$512  926 

2  2  3 

2  2  8% 

NORTH  CAROLINA 

$  1 ,505  ^245 

651 

2  2  4% 

NEW  HAMPSHIRE 

$  246  697 

747 

2  21% 

INDIANA 

$  1 ,207^425 

390 

2.12% 

HAWAII 

1509  RfH 

05  2 

2  04% 

NEW  JERSEY 

$  1 ,954,657 

696 

2 .03% 

M  ONTANA 

1 1  1  8  106 

735 

?  0 1  % 

GEORGIA 

$1,428,698 

594 

2 .00% 

SOUTH  CAROLINA 

$547  671 

333 

1  81% 

PENNSYLVANIA 

$  1 ,88 1,216 

659 

1 .75% 

NEVADA 

$292  843 

1  37 

1  66% 

TENNESSEE 

$808'893 

895 

1 .63% 

KENTUCKY 

1462  808 

518 

1 .58% 

ALABAMA 

$525  314 

733 

1 .58% 

FLORIDA 

$  1  775  933 

954 

1  50% 

ARIZONA 

$525  663 

596 

1  46% 

OHIO 

$  1  573  5  3  2 

574 

1  44% 

MICHIGAN 

$1^+72^352 

1  38 

1 .43% 

NEBRASKA 

$190]999 

804 

1 .42% 

WEST  VIRGINIA 

$161,154 

179 

1.41% 

NORTH  DAKOTA 

$56,443 

633 

1.39% 

MARYLAND 

$595,126 

S72 

1.34% 

RHODE  ISLAND 

$108,178 

80S 

1.31% 

VIRGINIA 

$775,498 

026 

1.25% 

COLORADO 

$472,498 

421 

1.20% 

ILLINOIS 

$1,601,306 

369 

1.20% 

ARKANSAS 

$197,336 

993 

1.10% 

SOUTH  DAKOTA 

$50,748 

182 

1 .07% 

MAINE 

$93,639 

745 

1 .04% 

MINNESOTA 

$451,904 

591 

0.92% 

CALIFORNIA 

$2,066,572 

531 

0.67% 

MASSACHUSETTS 

$469,263 

562 

0.65% 

DISTRICT  OF  COLUMBIA 

$67,226 

785 

0.55% 

MISSOURI 

$193,129 

239 

0.39% 

TEXAS 

$574,084 

232 

0.33% 

CONNECTICUT 

$114,849 

121 

0.26% 

NEW  YORK 

$249,562 

666 

0.12% 

SOURCE:    U.S.    DEPARTMENT  OF  LABOR,    EMPLOYMENT  AND  TRAINING  ADMIN..    DIVISION  :?  ACTVARIAL  SERVICES 


Prepared  by  DET  Research 


Page  7 


10/16/96 


DRAFT  LEGISLATION  TO  SET  1997 
CONTRIBUTION  RATES  AT  SCHEDULE  "C" 


Whereas,   the  deferred  operation  of  this  act  would  tend  to 
defeat  its  purpose,   which  is  to  stimulate  job  growth  by  lowering 
unemployment  insurance  costs,   therefore  it  is  hereby  declared  to 
be  a  emergency  law,   necessary  to  the  immediate  preservation  of 
the  public  convenience. 

SECTION  1.     Notwithstanding  the  previsions  of  section  fourteen 
of  chapter  one  hundred  and  fifty  one  A  of  the  General  Laws,  the 
experience  rate  of  an  employer  qualifying  therefor  under 
subsection   (b)   of  section  fourteen  of  said  chapter  shall  be  the 
rate  which  appears  in  the  column  designated  "C"   for  calendar  year 
nineteen  hundred  and  ninety-seven. 
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THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


At  the  end  of  December  1996,  the  Massachusetts 
Unemployment  Insurance  Trust  Fund  balance  was  $890 
million,  with  the  private  contributory  account  having 
a  balance  of  $839  million  and  the  governmental 
contributory  account  holding  a  $5 1  million  balance. 


1996  REVIEW 


The  Massachusetts  economy  continued  to  improve 
throughout  1996,  with  the  unemployment  rate 
dropping  from  5.1  percent  in  January  to  3.9  percent 
in  November.  This  decline  in  unemployment  resulted 
in  benefit  payments  of  $717  million  for  calendar  vear 
1996,  down  from  the  $729  million  paid  to  claimants 
in  1 995  and  $49  million  lower  than  was  forecast  in  the 
October  report.  The  average  weeklv  benefit  amount 
for  total  unemployment  was  $254. 33  in  Massachusetts 
for  the  second  quarter  of  1 996,  34  percent  higher  than 
the  U.S.  average  of  $189.83.  This  level  of  payments 
during  1 996,  combined  with  $  1 ,047  million  in  private 
contributions,  left  a  private  contributory  account 
balance  of  $839  million,  an  increase  of  $51  million 
over  the  previous  October  simulation.  This  account 
balance  exceeded  the  annual  benefit  outlavs  for  the 
first  time  in  the  1990s. 
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ASSUMPTIONS  USED  IN  THIS 
I  FORECAST  I 

For  this  benefit  financing  simulation,  DET  has  utilized 
the  forecast  produced  by  Data  Resources 
Incorporated  (DRI)  in  November  1996. 

The  assumptions  from  the  DRI  forecast  are  arrayed 
below  and  compared  to  the  economic  assumptions 
used  in  the  August  1 996  and  October  1 996  trust  fund 
reports. 


WAGE& 

TOTAL 

SALARY 

UNEM>LOYMENr 

GROWTH^ 

RATE(°4 

8/96 

1036 

1/97 

8/96 

10/96  1/97 

1997 

4.2 

33 

4.6 

43 

4.6  4.2 

1998 

4.2 

IS 

4.1 

4.8 

4.6  4.3 

1939 

4.7 

3.8 

4.1 

4.S 

4.4  4.3 

2TJ0 

4.7 

4.3 

4.2 

4.4 

4.2  4.2 

2001 

WA 

4.1 

WA 

WA  4.3 

LABOR  FORCE 

8/96 

10/96 

1/97 

1997 

3,210,800 

3,212,300 

3,199,700 

1998 

3,231,700 

3,235,500 

3,224,600 

1999 

3,259,300 

3,261,900 

3,249,700 

2000 

3,291,100 

3,290,200 

3,273,500 

2001 

N/A 

N/A 

3,298,000 

The  current  economic  scenario  is  much  more 
favorable  as  compared  to  the  October  1 996  scenario 
in  several  ways.  The  labor  force  would  continue  to 
grow  in  a  pattern  similar  to  the  October  forecast. 
The  January  forecast  shows  the  labor  force  at  about 
3,200,000  for  1997  and  projects  an  increase  of 
approximately  25,000  for  each  subsequent  year.  The 
October  forecast  showed  a  slightly  higher  level  for 
1 997  and  showed  a  little  more  growth  in  2000.  Wage 
and  salary  disbursements  in  the  early  part  of  the 
forecast  are  expected  to  grow  faster  than  was  forecast 
in  October,  with  the  growth  rates  expected  to  be  0.7 
percentage  point  higher  in  1 997,  0.6  percentage  point 
higher  in  1998,  0.3  percentage  point  higher  in  1999 
and  0. 1  percentage  point  lower  in  2000.  The  forecast 
shows  a  growth  rate  of  4.6%  in  1997  and  then  a 


consistent  rate  of  around  4. 1  percent  through  2001 . 
The  total  unemployment  rate  is  expected  to  remain 
steady  throughout  the  duration  of  the  forecast:  4.2% 
in  1997  and  2000  and  4.3%  in  1998,  1999  and  2001. 
The  1997  and  1998  rates  are  respectively  0.4 
percentage  point  and  0.3  percentage  point  lower  than 
was  forecast  in  October.  The  1 999  and  2000  rates  are 
similar  to  the  October  forecast. 

Table  1  contains  data  concerning  the  annual  activity 
in  the  private  contributory  account  under  current  law. 
Table  2  details  the  economic  assumptions  used  in  this 
Massachusetts  Benefit  Financing  Simulation. 


1997  OUTLOOK 

Trust  fund  reserves  as  of  September  30,  1996  had 
grown  to  a  level  sufficient  to  automatically  trigger 
Schedule  E  for  employer  contributions  for  wages  paid 
during  1997.  Employer  contributions  on  Schedule 
E  would  generate  $1,144  billion  for  1997,  with  an 
average  contributory  rate  of  4.6  percent.  The  1997 
employer  contributions  will  be  1 .46  percent  of  total 
payroll  and  $97  million  higher  than  1996.  Based  on 
a  forecasted  unemployment  rate  of  4.2  percent  for 
1997,  benefit  payments  are  estimated  by  the 
simulation  model  to  be  $789  million,  $72  million 
more  than  the  previous  year.  Under  this  scenario, 
the  private  contributory  account  would  end  1 997  with 
a  balance  of  $  1 .275  billion,  $436  million  more  than 
the  end  of  1996. 

Notes: 

1)  It  has  been  the  experience  of  the  DET  Research 
Office  that  the  simulation  model  overstates  benefit 
payments  and  weeks  compensated  when  the  levels  of 
total  and  insured  unemployment  fall  below  the 
economic  assumptions.  DET  expects  unemplovment 
to  be  slightly  less  than  the  model  is  showing  for  1 997. 

2)  Employer  contributions  will  be  revised  later  this 
year  to  reflect  the  actual  contribution  rates  issued  for 
all  employers  for  1997.  Individual  employer  rates 
are  computed  as  part  of  the  annual  experience  rating 
process.  The  revised  average  contributors-  rate  and 
the  cost  per  employee  are  expected  to  be  less  than 
the  simulation  is  showing. 
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1998  -  2001  FORECAST 


The  simulation  estimates  that  trust  fund  reserves  will 
trigger  Schedule  D  for  employer  contributions  for 
1998,  generating  $  1 .037  billion,  or  $  107  million  less 
than  Schedule  E  produces  in  1997.  Benefit  payments 
are  expected  to  be  $816  million.  The  estimated  trust 
fund  balance  for  the  end  of  1998  is  $  1 ,624  billion  or 
2.0  percent  of  total  payroll.  The  simulation  has 
Schedule  C  triggering  for  employer  contributions  for 
1999  and  Schedule  B  for  2000  and  2001 .  Income  to 
the  trust  fund  in  the  form  of  employer  contributions, 
plus  interest  earnings,  will  exceed  benefit  payments 
through  2000.  Benefit  payments  increase  over  the 
forecast  period,  reflecting  the  economic  assumptions 
of  flat  insured  unemployment  and  gradual  wage 
growth.  The  simulation  shows  trust  fund  reserves 
stabilizing  at  two  percent  of  total  payroll  for  the 
forecast  period.  Trust  fund  reserves  will  be  $  1 .860 
billion  by  the  end  of  calendar  year  2001 . 


current  law  and  $251  million  more  than  at  the  end  of 
1996.  If  rates  are  set  under  Schedule  C  in  1997, 
Schedule  D  will  likely  trigger  for  1998  contributions 
and  Schedule  C  for  1999  through  2001.  The  trust 
fund  reserves  at  the  end  of  2001  are  projected  to  be 
$  1 .900  billion,  $40  million  more  than  the  current  law 
scenario.  Tables  1 A  and  2  A  show  the  projected  impact 
of  using  Schedule  C  for  1997  on  the  private 
contributory  account  over  the  1997-2001  period. 


1997  Rate  Schedule: 
Recommendation 


During  1 996 ,  total  and  insured  unemployment  were 
less  than  the  forecasts  used  in  the  quarterly  reports. 
Therefore,  trust  fund  reserves  at  the  end  of  1 996  were 
$  370  million  more  than  the  previous  year.  The  current 
outlook  for  the  Massachusetts  economy  for  1 997  is  a 
continuing  low  level  of  unemployment  and  moderate 
job  growth. 

DET  recommends  the  Massachusetts  legislature  give 
immediate  consideration  to  legislation  providing  for 
private  contributory  account  employer  contributions 
for  1997  wages  on  Schedule  C.  Schedule  C  will 
generate  $965  million  in  employer  contributions, 
$  1 79  million  less  than  Schedule  E  and  $  1 76  million 
more  than  projected  benefit  payments.  Trust  fund 
reserves  are  estimated  to  be  $  1 .090  billion  by  the  end 
of  1997,  $185  million  less  than  projected  under 
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Table  1 


Massachusetts  Benefit  Financing  Simulation 

Net  Effect  of  Triggered  Schedule  "E" 

Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1996 

1997 

1998 

1999 

2000 

2001 

BALANCE  JAN  1 

$469 

$839 

$1,275 

$1,624 

$1,812 

$1,865 

INCOME 

$1,047 

$1,144 

$1,037 

$884 

$755 

$741 

TRUST  FUND  INTEREST 

$40 

$81 

$128 

$154 

$166 

$169 

OUTLAYS 

$717 

$789 

$816 

$850 

$868 

$915 

BALANCE,  DEC  31 

$839 

$1,275 

$1,624 

$1,812 

$1,865 

$1,860 

SCHEDULE 

D 

E 

D 

C 

B 

B 

AVERAGE  COST/EMPLOYEE 

$471 

$517 

$466 

$395 

$335 

$327 

Hgures  may  not  add  because  ofroun* 


Table  2 


Economic  Assumptions  Based  on  DRI  Forecasts  and  Massachusetts 

Benefit  Financing  Simulation  Output: 


Year 

Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(bfllions) 

Covered 

Ernployrrent 

(thousands) 

Effective 
Contri- 
bution 
Rate 

Contri- 
butory 
Wage 
Proportion 

Solvency 
Assess- 
ment 

Employer 
Contributions 
a  %  of  Total 
Payroll 

Total 

Unemploy- 
ment 
Rate 

Insured 
Unemploy- 
ment 
Rate 

1996 

$75.5 

$25.3 

2867 

4.1% 

33.5% 

0.81% 

1.39% 

4.6% 

26% 

1997 

$78.6 

$25.4 

2849 

4.6% 

323% 

0.64% 

1.46% 

4.2% 

2.5% 

1998 

$823 

$25.8 

2871 

4.0% 

31.3% 

0.51% 

1.26% 

4.3% 

26% 

1999 

$86.1 

$26.2 

2893 

3.3% 

30.4% 

0.39% 

1.03% 

4.3% 

26% 

2000 

$90.2 

$26.6 

2915 

28% 

29.5% 

0.35% 

0.84% 

4.2% 

26% 

2001 

$94.4 

$27.1 

2935 

27% 

28.7% 

0.37% 

0.78% 

4.3% 

26% 

Figures  may  not  add  because  of  rounding. 
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Table  1A 


Massachusetts  Benefit  Financing  Simulation 

Net  Effect  of  Proposed  Schedule  "C" 

Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1996 

1997 

1998 

1999 

2000 

2001 

BALANCE  JAN  1 

$469 

$839 

$1,090 

$1,430 

$1,630 

$1,791 

INCOME 

$1,047 

$965 

$1,045 

$913 

$875 

$857 

TRUST  FUND  INTEREST 

$40 

$75 

$111 

$137 

$154 

$167 

OUTLAYS 

$717 

$789 

$816 

$850 

$868 

$915 

BALANCE,  DEC  31 

$839 

$1,090 

$1,430 

$1,630 

$1,791 

$1,900 

SCHEDULE 

D 

C 

D 

C 

C 

C 

AVERAGE  COST/EMPLOYEE 

$471 

$436 

$469 

$408 

$389 

$379 

r]>ures  may  not  add  because  ofroun 


Table  2A 

Economic  Assumptions  Based  on  DRJ  Forecasts  and  Massachusetts 

Benefit  Financing  Simulation  Output: 


Year 

Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(bflGons) 

Covered 

Errployrnent 

(thousands) 

Effective 
Contri- 
bution 
Rate 

Contri- 
butory 
Wage 
Proportion 

Solvency 
Assess- 
ment 

Employer 
Contributions 
a  %  of  Total 
Payroll 

Total 

Unemploy- 
ment 
Rate 

Insured 
Unemploy- 
ment 
Rate 

1996 

$75.5 

$25.3 

2,867 

4.1% 

33.5% 

0.81% 

1.39% 

4.6% 

26% 

1997 

$78.6 

$25.4 

2,849 

3.8% 

32.3% 

0.65% 

1.23% 

4.2% 

25% 

1998 

$82.3 

$25.8 

2,871 

4.1% 

31.3% 

0.58% 

1.27% 

4.3% 

26% 

1999 

$86.1 

$26.2 

2,893 

3.4% 

30.4% 

0.45% 

1.06% 

4.3% 

26% 

2000 

$90.2 

$26.6 

2,915 

3.3% 

29.5% 

0.41% 

0.97% 

4.2% 

26% 

2001 

$94.4 

$27.1 

2,935 

3.2% 

28.7% 

0.39% 

0.91% 

4.3% 

26% 

Figures  may  not  add  because  of  rounding. 
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UNEMPLOYMENT  INSURANCE  AS  A  COST  OF  DOING  BUSINESS: 
STATES  RANKED  BY  COST  PER  EMPLOYEE 
(Average,  Second  Quarter  1996) 


Rhode  Island 

$549 

Montana 

$190  (Median) 

Massachusetts 

$471 

Missouri 

$170 

Alaska 

$467 

Louisiana 

$165 

Michigan 

$427 

Kentucky 

$163 

Hawaii 

$426 

South  Carolina 

$162 

Connecticut 

$420* 

Wyoming 

$154 

New  Jersey 

$413 

Tennessee 

$148 

New  York 

$349 

North  Dakota 

$139 

Pennsylvania 

$332 

Texas 

$133 

Oregon 

© 

$332 

Iowa 

$132 

Washington 

$325 

Georgia 

$130 

California 

$305 

Florida 

$122 

Maine 

$272 

Oklahoma 

$120 

Idaho 

$270 

Arizona 

$119 

West  Virginia 

$254 

Utah 

$116 

Nf*vana 

$249 

Colorado 

$110 

Illinois 

$240 

Virginia 

$104 

Ohio 

$240 

Mississippi 

$104 

Delaware 

$232 

Indiana 

$102 

Wisconsin 

$231 

Alabama 

$95 

Maryland 

$226 

New  Hampshire 

$79 

Minnesota 

$221 

Kansas 

$70 

Arkansas 

$213 

Nebraska 

$44 

Vermont 

$210 

South  Dakota 

$39 

New  Mexico 

$195 

North  Carolina 

$35 

*  Docs  not  include  bond  excise  @  $1  23  per  employee. 

Computed  by  DET  based  on  U.S.  Dept.  of  Labor  UIS  Division  of  Actuarial  Services,  2nd  Quarter  CY'96  Ul  Data  Summary. 
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BENEFITS  IN  COMPARATIVE  STATES 


MAXIMUM  POTENTIAL 
DURATION  OF  BENEFITS 


Weeks 

*  Benefits  extended  when  unemployment  reaches  a  certain  level 
DET  Research  12/96 


MAXIMUM  WEEKLY 
DEPENDENTS  ALLOWANCE 


CT 
ME 
NH 
Rl 


MA 


FL 
IL 
Ml 
NJ 
NY 
NC 
OH 
PA 
TX 


$0 


■■  SbU 

ISO 

so 

$0 

so 

$0 

so 
so 

£- 

I                     I  1 
1                   1  1 

■  S8 

so 

$50 


$100 


$150 


$200 


$250 


Dollars 
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LABOR  FORCE  ATTACHMENT 

Qualifying  Requirements 


CT 
•ME 
*  NH 

Rl 
VT 

MA 

CA 
FL 
*IL 
Ml 
NJ 
NY 
NC 
OH 
PA 
TX 


19.5 


18 


15 


16 


I  20 


■  20 
|  20 
|  20 

19  5 

■  20 


18 

■  18.5 


10 


15 


20 


25 


Number  of  Weeks  Worked  Required 
*  No  minimum  weeks  required,  but  earnings  in  at  least  two  quarters 
DET  Research  12/96 


MAXIMUM 
POTENTIAL  BENEFITS 

With  and  Without  Dependents  Allowance 


CT 
ME 

*NH 
Rl 

*  VT 

MA 

•CA 
•FL 
IL 
Ml 
NJ 
•NY 
•NC 
OH 
PA 
•TX 


$0 


MHBB^H                     SI  <9C 

^                       U  115 

$5 


$10 

Thousands 

'  Dependency  allowance  not  offered 


$15 


$20 


DET  Research  12/96 
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THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


At  the  end  of  March  1997,  the  Massachusetts 
Unemployment  Insurance  Trust  Fund  balance  was  $794 
million,  with  the  private  contributory  account  having 
a  balance  of  $742  million,  and  the  governmental 
contributory  account  holding  a  $52  million  balance. 


1997  TO  DATE 


Actual  activity  for  the  first  quarter  of  1 997  is  consistent 
with  the  estimates  created  bv  the  benefit  financing 
simulation.  Based  on  actual  activity  through  the  end 
of  March  1997,  the  estimated  benefit  payments  from 
the  private  contributory  trust  fund  account  will  be 
approximately  $223  million  compared  to  the 
simulation  estimate  of  $226  million.  The  average  weeks 
claimed  for  the  first  quarter  are  estimated  bv  DET  to 
be  83,700  compared  to  the  84,400  estimated  bv  the 
benefit  financing  simulation. 

Contributions  received  for  the  private  contributory 
account  in  the  first  quarter  were  $115  million 
compared  to  the  estimate  of  $  108  million. 


E 


Division  of 
Employment 
and  Training 


This  report  is  prepared  by  the  Economic 
Research  Office  of  the  Massachusetts 
Division  of  Employment  and  Training  Any 
questions  can  be  directed  to  DET  at  (617) 
626-6 S56 
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ASSUMPTIONS  USED  IN  THIS 
FORECAST 


For  this  benefit  financing  simulation,  DET  has  utilized 
the  forecast  produced  by  Data  Resources 
Incorporated  (DRI)  in  February  1997. 

The  assumptions  from  the  DRI  forecast  are  arrayed 
below  and  compared  to  the  economic  assumptions 
used  in  the  October  1 996  and  January  1 997  trust  fund 
reports. 


WAGE& 

TOTAL 

SALARY 

UNEMPLOYMENT 

RATE<°/9 

10/96 

1/97 

4/97 

1056 

1/97 

4/97 

1997 

33 

4.6 

6.8 

4.6 

4.2 

33 

1956 

3.5 

4.1 

44 

4.6 

4.3 

33 

1599 

3.8 

4.1 

4.1 

4.4 

4.3 

4.0 

2000 

4.3 

4.2 

4.2 

4.2 

4.2 

33 

2001 

NA 

4.1 

4.1 

4.3 

4.1 

1997 
1998 
1999 
2000 
2001 


10/96 
3,212,300 
3,235,500 
3,261,900 
3,290,200 
N/A 


LABOR  FORCE 
1/97 
3,199,700 
3,224,600 
3,249,700 
3,273,500 
3,298,000 


4/97 
3,129,500 
3,243,500 
3,267,400 
3,288,500 
3,309,700 


The  current  economic  scenario  is  more  favorable  as 
compared  to  the  January  1997  scenario  in  several 
ways.  The  labor  force  would  continue  to  grow  in  a 
pattern  similar  to  the  January  forecast  but  at  a  higher 
actual  level  for  all  the  years  of  the  forecast  range. 
The  April  forecast  shows  the  labor  force  at  about 
3,220,000  for  1997  and  projects  an  average  increase 
of  approximately  23,000  for  the  four  subsequent 
years.  The  January  forecast  showed  a  1 997  labor  force 
of  about  3,200,000  and  projected  a  slightly  higher 
average  growth  of  about  25,000. 

Wage  and  salary  disbursements  in  1 997  are  expected 
to  grow  much  faster  than  was  forecast  in  October, 
6*.'8  percent'  versus  4.6  percent,  but  only  slightly 
higher  in  1998,  4.4  percent  versus  4. 1  percent.  The 
current  and  prior  forecasts  show  identical  growth 
rates  of  around  4. 1  percent  for  the  years  1999,  2000 
and  2001. 


The  total  unemployment  rate  is  expected  to  remain 
fairly  steady  throughout  the  duration  of  the  forecast: 
3.9  percent  in  1997,  1998  and  2000,  4.0  percent  in 
1999  and  4. 1  percent  in  2001 .  The  April  forecast  for 
each  of  the  five  years,  ranged  from  0.2  percentage 
point  to  0.4  percentage  point  lower  than  was  forecast 
in  January. 

Table  1  contains  data  concerning  the  annual  activity 
in  the  private  contributory  account  under  current  law. 
Table  2  details  the  economic  assumptions  used  in  this 
Massachusetts  Benefit  Financing  Simulation. 


1997  OUTLOOK 


The  simulation  estimates  indicate  continued  weeks 
claimed  will  be  slightly  less  than  last  year's  level  for 
the  rest  of  the  year.  The  outlays  are  projected  to  be 
$711  million  for  the  private  contributory  account  for 
1997,  six  million  dollars  less  than  last  year's  outlays 
of  $717  million. 

Employer  contributions  on  Schedule  E  for  1 997  will 
generate  $  1 . 1 38  billion  in  income,  $91  million  more 
than  1996  contributions  of  $  1 .047  billion.  The  4.3% 
average  contributor)'  rate  for  1997  is  0.3  lower  than 
the  January  model  estimate  of  4.6%.  This  average 
contributory  rate  reflects  the  actual  1 996  experience 
of  employers  used  in  the  calculations  for  determining 
1 997  contribution  rates.  These  new  data  contrast  with 
the  contributorv  rate  estimates  contained  in  the 
January' Trust  Fund  Report  which  were  based  on  the 
1995  experience  projected  for  1997.  The  cost  per 
employee  is  estimated  at  $503  for  1997  on  Schedule 
E  compared  to  $465  for  1996  on  Schedule  D. 

During  1996,  income  was  $330  million  more  than 
outlays.  For  1997,  income  is  projected  to  be  $427 
million  more  than  outlavs.  The  $83  million  in  interest 
earned  on  the  account  balance  will  increase  the  private 
contributorv'  account  reserves  to  $  1 . 349  billion  bv 
the  end  of  this  year,  $5  10  million  more  than  last  vear's 
end.  The  trust  fund  account  reserves  would  be  1 .66% 
of  total  payrolLbV  the  end  of  1997. 
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1998  -  2001  PROJECTIONS 


The  simulation  estimates  an  increase  in  the  trust  fund 
account  reserves  during  1997  which  will  trigger 
Schedule  C  for  employer  contributions  for  1998. 
Schedule  C  is  estimated  to  reduce  the  average 
employer  contribution  rate  to  3.2%  for  1998. 
Schedule  C  is  expected  to  be  in  effect  through  2000 
and  trust  fund  account  reserves  are  estimated  to  be 
sufficient  to  trigger  Schedule  B  for  employer 
contributions  for  2001 . 

The  continued  strong  economic  outlook  and  total 
unemployment  estimates  averaging  4.0%  for  the 
period  would  result  in  the  insured  unemplovment  rate 
averaging  2.4%  for  the  remainder  of  the  five  year 
outlook.  Wage  and  salarv  growth  will  increase  the 
average  check  amount  and  total  benefit  payments, 
resulting  in  gradual  increases  in  outlays  each  year  from 
1998  through  2001.  The  trust  fund  balance  is 
estimated  at  $2,097  bilbon  at  the  end  of  2001 ,  2. 14% 
of  total  payroll. 


SCHEDULE  C  FOR  1997  j 

DET  recommends  the  enactment  of  House  2236, 
reducing  employer  contributions  for  1 997  to  Schedule 
C  from  the  current  law  requirement  of  Schedule  E. 
This  alternative  approach  to  financing  unemplovment 
insurance  benefits  during  1997  would  reduce 
employer  contributions  to  $951  million  for  1997, 
$187  million  less  than  contributions  on  Schedule  E. 
The  estimated  cost  per  employee  would  be  $420,  S83 
less  than  Schedule  E.  This  level  of  income  plus  interest 
earnings  of  $77  million  would  provide  trust  fund 
reserves  of  $  1 . 1 56  billion  bv  the  end  of  the  year.  The 
trust  fund  account  balance  would  be  1 .42%  of  total 
payroll. 

The  simulation  estimates  employer  contributions  for 
1998  would  be  on  Schedule  D,  years  1999  and  2000 
contributions  on  Schedule  C  and  year  2001  on 
Schedule  B.  The  trust  fund  account  reserves  would 
b*e  an  estimated  $2,018  bilbon  at  the  end  of  2001, 
2.06%  of  total  payroll. 

The  simulations  for  Schedule  C  are  arrayed  in  Table 
1 A  and  the  economic  assumptions  in  Table  2  A. 


Prepared  by  DET  Research 


Page  3 


QUARTERLY  TRUST  FUND  REPORT 


APRIL  1997 


Table  1 


Massachusetts  Benefit  Financing  Simulation 

Net  Effect  of  Triggered  Schedule  "E" 

Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1996 

1997 

1998 

1999 

2000 

2001 

BALANCE  JAN  1 

$469 

$839 

$1,349 

$1,632 

$1,855 

$2,053 

INCOME 

$1,047 

$1,138 

$905 

$863 

$843 

$727 

TRUST  FUND  INTEREST 

$40 

$83 

$132 

$155 

$175 

$188 

OUTLAYS 

$717 

$711 

$754 

$795 

$820 

$871 

BALANCE,  DEC  31 

$839 

$1,349 

$1,632 

$1,855 

$2,053 

$2,097 

SCHEDULE 

D 

E 

C 

C 

C 

B 

AVERAGE  COST/EMPLOYEE 

$465 

$503 

$398 

$378 

$367 

$315 

:igures  may  not  add  because  ofroun 


Table  2 

Economic  Assumptions  Based  on  DRI  Forecasts  and  Massachusetts 

Benefit  Financing  Simulation  Output: 


Year 

Total 

Contri- 

Covered 

Effective 

Contri- 

Solvency 

Employer 

Total 

Insured 

Covered 

butory 

Employment 

Contri- 

butory 

Assess- 

Contributions 

Unemploy- 

Unemploy- 

Payroll 

Payroll 

(thousands) 

bution 

Wage 

ment 

a  %  of  Total 

ment 

ment 

(billions) 

(billions) 

Rate 

Proportion 

Payroll 

Rate 

Rate 

1996 

$75.8 

$25.4 

2,881 

4.1% 

33.5% 

0.88% 

1.38% 

4.3% 

2.6% 

1997 

$81.4 

$26.7 

2,912 

4.3% 

32.8% 

0.74% 

1.40% 

3.9% 

2.3% 

1998 

$85.4 

$27.1 

2,932 

3.2% 

31.7% 

0.51% 

1.06% 

3.9% 

2.4% 

1999 

$89.4 

$27.6 

2,953 

3.1% 

30.9% 

0.44% 

0.97% 

4.0% 

24% 

2000 

$93.6 

$28.0 

2972 

30% 

29.9% 

0.37% 

0.90% 

3.9% 

24% 

2001 

$97.8 

$28.5 

2,989 

2.5% 

29.1%o 

0.36% 

0.74% 

4.1% 

2.5% 

Figures  may  not  add  because  of  rounding. 
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Table  1A 


Massachusetts  Benefit  Financing  Simulation 

Net  Effect  of  Proposed  Schedule  "C" 

Private  Contributory  Trust  Fund  Account  (All  S  in  Millions) 


1996 

1997 

1998 

1999 

2000 |  2001 

BALANCE  JAN  1 

$469 

$839 

$1,156 

$1,529 

$1,770 

$1.972! 

INCOME 

$1,047 

$951 

$1,010 

$889 

S855 

$737 

TRUST  FUND  INTEREST 

$40 

$77 

$117 

$147 

$167 

$1801 

OUTLAYS 

$717 

$711 

$754 

$795 

$820 

$871  ; 

BALANCE,  DEC  31 

$839 

$1,156 

$1,529 

$1,770 

$1,972 

$2,018 

SCHEDULE 

D 

C 

D 

C 

C 

B 

AVERAGE  COST/EMPLOYEE 

$465 

$420 

$444 

$389 

$372 

$320: 

Figures  mav  not  add  because  of  rounding. 


Table  2 A 


Economic  Assumptions  Based  on  DRI  Forecasts  and  Massachusetts 

Benefit  Financing  Simulation  Output: 


Year 

Total 

Contri- 

Covered 

Effective 

Contri- 

Solvency 

Employer 

Total 

Insured 

Covered 

butory 

Employment 

Contri- 

butory 

Assess- 

QDntributions 

Unerrpioy-  Unemploy- 

Payroll 

Payroll 

(thousands) 

bution 

Wage 

ment 

a  %  of  Total 

ment 

merit 

(billions) 

(billions) 

Rate 

Proportion 

Payroll 

Rate 

Rate 

1996 

$75.8 

$25.4 

2,881 

4.1% 

33.5% 

0.88% 

1.38% 

4.3% 

26% 

1997 

$81.4 

$26.7 

2,912 

3.5% 

32.8% 

0.75% 


1.17% 

3.9% 

2.3% 

1998 

$85.4 

$27.1 

2,932 

3.8% 

31.7% 

0.57% 

1.18% 

3.9% 

24% 

1999 

$89.4 

$27.6 

2.953 

3.2% 

30.9% 

0.47% 

0.99% 

4.0% 

24% 

2000 

$93.6 

$28.0 

2,972 

3.0% 

29.9% 

0.40% 

0.91% 

3.9% 

i 

24% 

2001 

$97.8 

$28.5 

2,989 

2.5% 

29.1% 

0.38%, 

075% 

4.1% 

25% 

^Figures  may  not  add  because  of  rounding. 
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1997  Outlook 

2 

At  the  end  of  July  1997,  the  Massachusetts 

1998  -  2001  Projections 

3 

Unemployment  Insurance  Trust  Fund  balance  was 
$  1 .245  billion,  with  the  private  contributory  account 
having  a  balance  of  $1,188  billion,  and  the 

1 998  Rate  Agreement 
Schedule  C 

3 

governmental  contributory  account  holding  a  $57 
million  balance. 
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Massachusetts  Benefit  Financing 
Simulation 

5 

outlavs,  income  and  interest  slightly  less  than  the 
previous  estimates.  For  the  first  two  quarters  of  1 997, 
total  weeks  compensated  were  less  than  the  April 
estimates,  but  the  average  weeklv  benefit  amount  was 

Economic  Assumptions 
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slightly  higher  than  that  estimated  in  the  April  forecast, 
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ASSUMPTIONS  USED  IN  THIS 
FORECAST 


For  this  benefit  financing  simulation,  DET  has  utilized 
the  forecast  produced  bv  Data  Resources 
Incorporated  (DRI)  in  May  1997. 

The  assumptions  from  the  DRI  forecast  are  arrayed 
below  and  compared  to  the  January  1 997  and  April 
1997  trust  fund  report  assumptions. 


WAGE  k  SALARY 
GROWTH 


TOTAL  UNEMPLOYMENT 
RATE  <*Q 


1/97 

4/97 

8/97 

1/97 

4/97 

8/97 

1997 

4.6 

6.8 

7.2 

4.2 

3.9 

4.0 

1998 

4.1 

4.4 

4.7 

4.3 

3.9 

4.1 

1999 

4.1 

4.1 

4.7 

4.3 

4.0 

4.1 

2000 

4.2 

4.2 

4.6 

4.2 

3.9 

4.1 

2001 

4.1 

4.1 

4.3 

4.3 

4.1 

4.2 

LABOR  FORCE 


1997 
1998 
1999 
2000 
2001 


1/97 
3,199,700 
3,224,600 
3,249,700 
3,273,500 
3,298,000 


4/97 
3,219,500 
3,243,500 
3,267,400 
3,288,500 
3,309,700 


8/97 
3,240,200 
3,278,000 
3,308,300 
3,335,300 
3,363,700 


The  current  economic  scenario  differs  from  the  April 
1997  scenario  in  several  wavs.  The  labor  force  is 

J 

expected  to  grow  at  a  faster  rate,  especially  during 
the  earlier  vears  of  the  forecast.  The  August  forecast 
shows  the 'labor  force  at  3,240,200  for  1997  and 
projects  an  increase  of  123,500  between  1997  and 
2001 .  The  April  forecast  showed  a  1997  labor  force 
of  3 ,2 1 9 ,500,  more  than  20,000  less  than  the  current 
forecast,  and  projected  an  increase  of  90,200  over 
the  four  subsequent  years. 


Total  wages  and  salaries  are  also  expected  to  grow 
faster  throughout  the  forecast  period.  The  1997 
growth  is  projected  at  7.2  percent  compared  to  6.8 
percent  in  the  April  forecast.  The  current  scenario 
shows  an  annual  growth  of  4.7  percent  for  the  vears 
1 998  and  1 999,  4.6  percent  for  2000  and  4. 3  percent 
in  2001. 

The  total  unemployment  rate  is  expected  to  remain 
fairly  steady  throughout  the  duration  of  the  forecast: 
4.0  percent  in  1997,  4.1  percent  in  1998,  1999  and 
2000,  and  4.2  percent  in  2001 .  The  August  forecast 
for  each  of  the  five  vears,  was  either  0.1  percentage 
point  or  0 . 2  percentage  point  higher  than  was  forecast 
in  April. 


1997  OUTLOOK 


The  simulation's  estimate  for  continued  weeks  claimed 
is  slightlv  higher  than  last  year's  level  for  the  rest  of 
1997.  Benefit  payment  outlavs  are  projected  to  be 
$720  million  for  1997,  slightly  higher  than  last  vear 
and  S9  million  more  than  the  April  estimate. 

Employer  contributions  on  Schedule  E  are  expected 
to  be  Si  .1 13  billion,  $25  million  less  than  the  estimate 
of  $1,138  billion  published  in  the  April  report,  but 
$66  million  more  than  last  vear.  The  average 
contributorv  rate  remains  estimated  at  4.3  percent. 
Contributions  as  a  percent  of  total  pavroll  are 
estimated  to  be  1 .35  percent  for  1997,  the  same  as 
last  vear.  The  cost  per  emplovee  estimate  is  $488  for 
the  private  contributors-  account  emplovers. 

For  1 997,  income  is  expected  to  exceed  benefit  outlavs 
by  $393  million.  This  income  plus  interest  earnings 
on  the  trust  fund  account  balance,  estimated  at  $77 
million,  will  result  in  private  contributorv  account 
reserves  of  $  1 .309  billion  bv  the  end  of  the  vear.  This 
estimate  of  reserves  is  $40  million  less  than  the 
previous  estimate  published  in  the  April  report.  As  of 
December  31 ,  1997,  the  trust  fund  account  reserves 
would  be  1.58  percent  of  total  pavroll. 
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1  i 

In  the  absence  of  further  legislation,  the  simulation 
estimates  that  under  current  law  the  private 
contributory  account  reserves  would  trigger  Schedule 
"D"  for  employer  contributions  for  1998.  Schedule 
"D"  would  generate  $1,016  billion  in  income  during 
1998,  while  the  average  cost  per  employee  would  be 
$442.  Employer  contributions  would  then  go  to 
Schedule  "C"  for  1999  and  2000  and  to  Schedule  "B" 
in  2001. 

The  slight  increase  in  the  economic  assumptions  for 
total  unemployment  used  in  this  simulation  increases 
the  insured  unemployment  rate  by  0. 1  percent  to  2 .5 
percent  for  the  1998  to  2001  forecast  period.  For 
1998,  the  benefit  outlays  are  expected  to  be  $788 
million,  $34  million  more  than  the  estimate  in  the 
April  report.  The  trust  fund  account  reserves  are 
estimated  af  $2,055  billion  at  the  end  of  2001,  2.03 
percent  of  total  payroll.  The  1998-2001  outlook  is 
arraved  on  Table  1 . 


AUGUST  1997 


1998  RATE  AGREEMENT 
SCHEDULE  "C" 


As  this  report  was  being  prepared,  the  Governor  and 
House  and  Senate  legislative  leadership  from  both 
political  parties  agreed  that  contribution  rates  for  1 998 
will  be  set  by  statute  at  Schedule  "C" .  Legislation  to 
accomplish  this  is  expected  to  be  enacted  shortlv  after 
Labor  Day.  As  shown  on  Table  1A,  income  from 
employer  contributions  will  be  $919  million  for  1 998 , 
$97  million  less  than  contributions  under  Schedule 
"D" .  The  estimated  average  cost  per  employee  of  $400 
is  a  significant  reduction  from  the  current  1997 
estimated  average  cost  of  $488.  Under  Schedule  "C", 
the  simulation  projects  reserves  in  the  private 
contributory  account  will  be  $1,565  billion  at  the  end 
of  1998,  an  increase  of  $256  million  over  the  expected 
1997  ending  balance. 

The  simulation  indicates  Schedule  "C"  would  continue 
to  remain  in  effect  for  employer  contributions  through 
the  end  of  2001.  By  the  end  of  2001,  reserves  are 
expected  to  be  $2,065  billion  and  the  cost  per 
employee  is  estimated  to  be  $367. 
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Table  1 


Massachusetts  Benefit  Financing  Simulation 

Net  Effect  of  Current  Law,  Schedule  "D"  in  1998 

Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1996 

1997 

1998 

1999 

2000 

2001 

BALANCE  JAN  1 

$469 

$839 

$1,309 

$1,665 

$1,871 

$2,036 

INCOME 

$1,047 

$1,113 

$1,016 

$873 

$854 

$744 

TRUST  FUND  INTEREST 

$40 

$77 

$128 

$155 

$172 

$182 

OUTLAYS 

$717 

$720 

$788 

$822 

$861 

$907 

BALANCE,  DEC  31 

$839 

$1,309 

$1,665 

$1,871 

$2,036 

$2,055 

SCHEDULE 

D 

E 

D 

C 

C 

B 

AVERAGE  COST/EMPLOYEE 

$455 

$488 

$442 

$378 

$367 

$318 

not  add  because  of  roun 


Table  2 

Economic  Assumptions  Based  on  DRI  Forecasts  and  Massachusetts 

Benefit  Financing  Simulation  Output: 


h 

Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(billions) 

Covered 

Employment 

(thousands) 

Effective 
Contri- 
bution 
Rate 

Contri- 
butory 
Wage 
Proportion 

Solvency 
Assess- 
ment 

Employer 
Contributions 
a  %  of  Total 
Payroll 

Total 

Unemploy- 
ment 
Rate 

Insured 
Unemploy- 
ment 
Rate 

1996 

$77.7 

$25.5 

2920 

4.1% 

328% 

0.88% 

1.35% 

4.3% 

26% 

1997 

$826 

$26.3 

2,924 

4.3% 

31.8% 

0.77% 

1.35% 

4.0% 

24% 

1998 

$87.1 

$27.4 

2,962 

3.6% 

31.5% 

0.58% 

1.17% 

4.1% 

25% 

1999 

$91.8 

$28.0 

2,989 

3.1% 

30.5% 

0.46% 

0.95% 

4.1%  |  25% 

2000 

$96.6 

$28.5 

3,013 

3.0% 

29.5% 

0.42% 

0.88% 

4.1% 

25% 

2001 

$101.4 

$29.1 

3,038 

25% 

28.7% 

0.41% 

0.73% 

4.2% 

25% 

Figures  may  not  add  because  of  rounding. 
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Table  1A 


Massachusetts  Benefit  Financing  Simulation 

Net  Effect  of  Proposed  Rate  Agreement,  Schedule  "C"  in  1998 

Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1996 

1997 

1998 

1999 

2000 

2001 

BALANCE  JAN  1 

$469 

$839 

$1,309 

$1,565 

$1,765 

$1,936 

INCOME 

$1,047 

$1,113 

$919 

$877 

$869 

$859 

TRUST  FUND  INTEREST 

$40 

$77 

$125 

$145 

$163 

$177 

OUTLAYS 

$717 

$720 

$788 

$822 

$861 

$907 

BALANCE,  DEC  31 

$839 

$1,309 

$1,565 

$1,765 

$1,936 

$2,065 

SCHEDULE 

D 

E 

C 

C 

C 

C 

AVERAGE  COST/EMPLOYEE 

$455 

$488 

$400 

$379 

$374 

$367 

ripures  mav  not  add  because  of  rou.ii 


Table  2A 

Economic  Assumptions  Based  on  DRI  Forecasts  and  Massachusetts 

Benefit  Financing  Simulation  Output: 


[Year 

Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(billions) 

Covered 

Employment 

(thousands) 

Effective 
Contri- 
bution 
Rate 

Contri- 
butory 
Wage 
Proportion 

Solvency 
Assess- 
ment 

Employer 
Contributions 
a  %  of  Total 
Payroll 

Total 

Unemploy- 
ment 
Rate 

Insured 
Unemploy- 
ment 
Rate 

1996 

$77.7 

$25.5 

2,920 

4.1% 

328% 

0.88% 

1.35% 

4.3% 

26% 

1997 

$826 

$26.3 

2924 

4.3% 

31.8% 

0.77% 

1.35% 

4.0% 

24% 

1998 

$87.1 

$27.4 

2962 

3.3% 

31.5% 

0.58% 

1.06% 

4.1% 

25% 

1999 

$91.8 

$28.0 

2989 

3.1% 

30.5% 

0.49% 

0.96% 

4.1% 

25% 

2000 

$96.6 

$28.5 

3,013 

3.0% 

29.5% 

0.45% 

0.90% 

4.1% 

25% 

2001 

$101.4 

$29.1 

3.038 

3.0% 

28.7% 

0.44% 

0.85% 

4.2% 

25% 

Figures  may  not  add  because  of  rounding. 
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UNEMPLOYMENT  INSURANCE  TRUST  FUND  BALANCE 
Private  Account  Balance  in  Dollars 

$  in  millions 

2500  ,  


♦Actual  Current  Law  ♦Schedule  "C"  in  1998 
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THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUNDI 


At  the  end  of  September  1997,  the  Massachusetts 
Unemployment  Insurance  Trust  Fund  balance  was 
$1 .343  billion,  with  the  private  contributory  account 
having  a  balance  of  $1,288  billion,  and  the 
governmental  contributory  account  holding  a  $55 
million  balance. 


1997  TO  DATE 


Preliminary  data  for  1997  shows  the  private 
contributory  account  balance,  revenues  from  emplover 
contributions  and  benefit  payments  are  in  line  with 
the  simulations.  Year  to  date  claims  activitv,  measured 
bv  continued  weeks  claimed,  are  the  lowest  since  the 
pre-recession  period. 
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ASSUMPTIONS  USED  IN  THIS 
FORECAST 


For  this  benefit  financing  simulation ,  DET  has  utilized 
the  forecast  produced  by  Data  Resources 
Incorporated  (DRI)  in  September  1997. 

The  assumptions  from  the  DRI  forecast  are  arrayed 
below  and  compared  to  the  April  1 997  and  August 
1997  trust  fund  reports. 


The  total  unemployment  rate  is  expected  to  drop  from 
3.9  percent  in  1997  to  3.8  percent  in  1998  and  then 
remain  steady  at  3.8  percent  through  2001  .The  August 
forecast  showed  the  unemployment  rate  at  4.0  percent 
in  1 997,  then  rising  very  slowly  to  4.2  percent  in  2001 . 

Table  1  contains  data  for  the  annual  activity  for  the 

j 

private  contributory  account  for  the  forecast  period. 
Table  2  arrays  the  economic  assumptions  used  in  this 
benefit  financing  simulation. 
I 


WAGE  k  SALARY      TOTAL  UNEMPLOYMENT 


GROWTH  RATE 


4/97 

8/97 

10/97 

4/97 

8/97 

10/97 

1997 

6.8 

7.2 

7.7 

3.9 

4.0 

3.9 

1998 

4.4 

4.7 

5.1 

3.9 

4.1 

3.8 

1999 

4.1 

4.7 

4.9 

4.0 

4.1 

3.8 

2000 

4.2 

4.6 

4.8 

3.9 

4.1 

3.8 

2001 

4.1 

4.3 

4.7 

4.1 

4.2 

3.8 

LABOR  FORCE 

4/97 

8/97 

10/97 

1997 

3,219,500 

3,240,200 

3,235,100 

1998 

3.243.S00 

3,278,000 

3,277,400 

1999 

3,267,400 

3,308,300 

3,316,700 

2000 

3,288,500 

3,335,300 

3,346,600 

2001 

3,309,700 

3,363,700 

3,377,300 

The  current  economic  scenario  differs  from  the 
August  1 997  scenario  in  several  ways. The  labor  force 
is  expected  to  grow  at  a  slightly  faster  rate  throughout 
the  projected  period.  The  October  forecast  shows 
the  labor  force  at  3,235,100  for  1997  and  projects  an 
increase  of  142,200  between  1997  and  2001 .  The 
August  forecast  showed  a  1997  labor  force  of 
3,240,200,  about  5,000  more  than  the  current 
forecast,  but  projected  a  smaller  increase  of  1  23,500 
over  the  four  subsequent  years. 

Total  wages  and  salaries  are  also  expected  to  grow 
faster  throughout  the  forecast  period.  The  1997 
growth  is  projected  at  7.7  percent  compared  to  7.2 
percent  in  the  August  forecast.  The  current  scenario 
shows  an  annual  growth  of  5 . 1  percent  for  1 998  and 
a  slightly  lower  growth  rate  each  subsequent  year, 
dropping  to  4.7  percent  by  2001 .  The  August  forecast 
showed  annual  growth  from  0.2  to  0.4  percentage 
points  lower  for  the  years  1998-2001 . 


1997  OUTLOOK 


This  simulation  shows  1 997  employer  contributions 
should  be  $1,129  billion,  slightly  higher  than  the 
estimate  in  the  August  report  and  1 .37%  of  total  wages. 
Benefit  payments  are  expected  to  be  $71 1  million,  $9 
million  less  than  the  previous  estimate.  The  year  end 
trust  fund  account  balance  will  be  $1 .322  billion,  an 
increase  of  $483  million  over  1996.  DET  considers 
this  balance  to  be  adequate  and  proper  for  1998. 


1998-2001  PROJECTIONS 


The  enactment  of  Chapter  1 00  of  the  Acts  of  1 997  in 
September  established  Schedule  "C  for  emplover 
contributions  for  1998.  Schedule  will  generate 
$923  million  in  contributions  during  1998,  $206 
million  less  than  the  estimated  revenue  for  1997  and 
reduce  the  average  cost  per  emplovee  to  $402 .  A  slight 
increase  in  weeks  claimed  and  a  higher  average  weekly 
benefit  amount  is  projected  to  increase  benefit 
pavments  to  $753  million,  resulting  in  a  balance  of 
$1 .573  billion  on  December  31 ,  1998. 

The  simulation  estimates  that  Schedule  "C  will  trigger 
for  1999,  2000  and  2001.  Employer  contributions 
would  exceed  benefit  pavments  for  the  duration  of 
the  forecast  period.  The  average  cost  per  emplovee 
would  continue  to  decline,  dropping  to  $372  in  2001 . 
Interest  rates,  expected  to  remain  low  during  the 
period,  generate  additional  revenues  and  allow  the 
private  contributory  account  balance  to  reach  $2 
billion  bv  the  end  of  calendar  vear  2001 . 
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Table  1 


Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1996 

1997 

,1998 

1999 

2000 

2001 1 

BALANCE  JAN  1 

$469 

$839 

$1,322 

$1,573 

$1,750 

$1,893 

INCOME 

$1,047 

$1,129 

$923 

$887 

$877 

$874 

TRUST  FUND  INTEREST 

$40 

$65 

$81 

$91 

$97 

$104 

OUTLAYS 

$717 

$711 

$753 

$801 

$831 

$871 

BALANCE,  DEC  31 

$839 

$1,322 

$1,573 

$1,750 

$1,893 

$2,000 

SCHEDULE 

D 

E 

C 

C 

C 

C 

AVERAGE  COST/EMPLOYEE 

$455 

$497 

$402 

$382 

$376 

$372 

may  not  add  because  ofroun 


Table  2 

Economic  Assumptions  Based  on  DRI  Forecasts  and  Massachusetts  Simulation 

Benefit  Financing  Simulation  Output: 


Year 

Total 

Contri- 

Covered 

Effective 

Contri- 

Solvency 

Employer 

Total 

Insured 

Covered 

butory 

Errployrnent 

Contri- 

butory 

Assess- 

Contributions 

Unemploy- 

Unemploy- 

Payrol 

Payroll 

(thousands) 

bution 

Wage 

ment 

a  %  of  Total 

ment 

ment 

(biffions) 

(biions) 

Rate 

Proportion 

Payrofl 

Rate 

Rate 

1996 

$77.7 

$25.5 

2,921 

4.1% 

328% 

0.88% 

1.35% 

4.3% 

26% 

1997 

S826 

$26.8 

2,934 

4.3% 

324% 

0.79% 

1.37% 

3.9% 

23% 

1998 

$878 

$27.5 

2964 

3.3% 

31  3% 

0.68% 

1.05% 

3.8% 

24% 

1999 

$93.0 

$28.2 

2999 

3.2% 

30.3% 

0.66% 

0.95% 

3.8% 

24% 

2000 

$98.1 

$28.8 

3,026 

3.1% 

29.4% 

0.64% 

0.89% 

3.8% 

24% 

2001 

$103.4 

$29.4 

3,054 

3.0% 

28.4% 

0.65% 

0.85% 

3.8% 

24%| 

not  add  because  ofroun 
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SOLVENCY  OF  STATE  TRUST  FUNDS 
DECEMBER  31,  1996  TRUST  FUND  BALANCES 


State 


VIRGIN  ISLANDS 

PUERTO  RICO 

VERM  O  N  T 

WYOMING 

LO  UISIANA 

NEW  MEXICO 

ALASKA 

M  IS  S  IS  S  IP  P  I 

OREGON 

UTAH 

W  ISC  O  N  SIN 

IDAHO 

DELAWARE 

IOWA 

KANSAS 

WASHINGTON 

OKLAHOMA 

NEVADA 

NEW  HAMPSHIRE 

M  O  N  T  A  N  A 

IN  D  IA  N  A 

GEORGIA 

NEW  JERSEY 

H  A  W  A  II 

SOUTH   CAROL  IN  A 

NORTH   CAROL  IN  A 

PENNSYLVANIA 

M  IC  H  IG  A  N 

TENNESSEE 

KENTUCKY 

A  R  12  O  N  A 

FLORIDA 

OHIO 

M  ARYLAND 
ALABAMA 
V  IR  G IN  IA 
»M  ASSACHUSETTS 
NEBRASKA 
W  EST  V  IR  G  IN  IA 
RHODE  ISLAND 
COLORADO 
IL  L  IN  O  IS 
MAINE 
ARKANSAS 
NORTH  DAKOTA 
M  IN  N  E  S  O  T  A 
SOUTH  DAKOTA 
C  A  L  IFO  R  N  IA 
DISTRICT  OF  COLUMBIA 
**  CONNECTICUT 
M  IS  S  O  U  R  I 
TEXAS 
NEW  YORK 


Balance 


$  42 
$  S  9S 
12  18 
$  1  47 
$1,13  1 
$  3  8  5 
$  1  9  4 
$55  3 
$94  1 
$  S  2  3 
S  1  ,5  5  6 
$  2  66 
$  2  5  8 
17  18 
I  65  1 
$1,332 
$  5  6  3 
$  3  48 
$  2  68 
$  1  2  5 
*  1  .2  7  3 
$1,634 
$2,028 
$  2  1  1 
$  603 
$1,335 
$  2  ,0  3  1 
$1,830 
$  8  2  6 
$  5  0  1 
$  6  2  7 
$  1  ,947 
$1,750 
$  6  90 
$  4  8  3 
$  8  9  7 
$  8  3  9 
$  1  9  5 
$  1  5  7 
$  1  1  6 
$  5  1  0 
:  1  ,6  3  8 
$  1  1  2 
$  2  0  2 
$50, 
$513, 
$  49  , 
2  ,8  77  , 
$99, 
$  2  77, 
$  307, 
$  64  2  , 
$  470 


,0  6  9 
.701 
.2  5  9 
,0  8  7 
,1  S  2 
3  1 
,18  8 
.2  2  2 
,4  1  9 
,8  80 
,92  2 
,2  2  8 
,468 
,845 
,074 
,5  08 
,89S 
.2  78 
,0  1  1 
,900 
,0  8  6 
,073 
,8  18 
,2  67 
,4  1  0 
,5  65 
,947 
,9  2  8 
.5  2  6 
,304 
,05  9 
,557 
,9  6  8 
,7  8  6 
.47  2 
,19  8 
,3S  2 
.2  1  0 
,3  45 
,2  40 
.95  6 
,5  60' 
.12  2 
,784 
,07  2 
,03  3 
,542 
45  2 

3  6  8 
8  6  1 
5  07 
2  3  3 

4  00 


As  Percent  of 
Total  Wages 


2  4% 

.92  % 
.40% 
.17% 
.71  % 
.6  1  % 
.5  3% 
.47% 
.44% 
2.42% 
2.41% 
.41  % 
.33% 
.3  1  % 
.28% 
.00% 
.94% 
.90% 
8  3  % 
8  2  % 
.79% 
.77% 
.63% 
1.5  6% 
1  .56% 
1.53% 
.40% 
3  8  % 
.34% 
.3  1  % 
.30% 
.27% 
24% 
1  5  % 
1  3  % 
.13% 
.08  % 
06% 
.04% 
.02% 
1.00% 
0.96% 
0.92% 
0.89% 
0.85% 
0.77% 
0.76% 
0.71% 
0.60% 
0.49% 
0.48% 
0.29% 
0.17% 


•  MisjacWtti  trust  fund  balance  and  total  wage*  reflect  the  private  contributory  account  only. 

"Connecticut  trot  fond  balance  exclude*  a  bonded  debt,  with  a  balance  of  $746  niillic*,  which  wa*  u*e<j  to  pay       «  ' 
ID  benefits.  ^J  '  h)  Q  O 

SOURCE:    U.  S.  Department  of  Labor,  Employment  and  Training  Admin. ,  Division  of  Actuarial  Service* 
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